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ADVERTISEMENTS 


What do you want to know? 


- How ate you going to find out ? 


Whatever the demands of the management, their 
_ satisfaction depends very largely upon the manner 
in which basic information is recorded. 


Abstracting figures or facts from books or written 
records is a laborious process, absorbing precious 


time and tying up valuable staff who might be 


better employed. 
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The British Tabulating Machine Company Ltd., Victoria House, Southampton Row, London, W.C.1 
rs 


noe 
ares ii ; ? 
Tad ’ , | 
Ee 
mee SS 
= 7 
a 3 - 
xe 
; > : 
ee ( 
] 
: ] 
7 
| 7 
2 ) T 
ie | 
: Pe a 
: 
; 
: ‘ i 
P the 
tim 
nov 
; Nor 
3 of 
; | Acc 
; ; to 
; ! that 
. som 
: into 
colu 
: the 
= | the, 
. | now 
; 1 cour 
. | -_ 
| dres 
| nucl 
. : with 
eee wit 
| port 
. the 
: er, attas 


" ACCOUNTANCY > 


Published by 
The Society of Incorporated Accountants and Auditors 
Incorporated Accountants’ Hall 
Victoria Embankment 


President; RicHarp A. WITTY, F.S.A.A. 
Vice-President : FRED WOOLLEY, J.P., F.S.A.A. 


London, W.C.z. 


Secretary: A. A. GARRETT, M.B.E., M.A, 
Deputy Secretary: Leo T. LIitTLe, B.Sc. 


VOL. LVI (Vol. 7 New Series) October 1944 Number 614 
‘ PAGE PAGE PAGE 
PROFESSIONAL NOTES LEADING ARTICLES A Company Law CENTENARY ... 16 
; , Delegated Legislation ... 
Incorporated Accountants’ Hall 1 The "Wieaneddinent of Profit in FINANCE 
The Solicitors’ Accounts Rules 1 relation to Fixed Assets 8 The Month in the City nr 17 
Company Law Amendment .. 2 Solicitors’ Accounts Rules... i) Points from Published Accounts’ 18 
Employment Policy if ° Estate Duty on Life Policy ... 10 Farmers’ INCOME Tax ... a: 
é 3 , : TAXATION War DaMAGE Wes ie pe 
Differences in Social Philosophy 2 ARTICLE : Discovery fe. it Rf 
The Late Mr. H. L. H. Hill, cons < Ga aatate ARR ET SER, ©... ee 
M.A., F.C.A. 3 P.A.V.E. 12 Legal Notes as 19 
‘oi “se Chie Tete’ |. “49 The Emergency Acts and Orders 19 
om ee to are Factory 3 Instalment Repayments. . 12 ‘SOCIETY OF INCORPORATED 
Britain’s Tourist Industry 3 Joint Right of Residence ... 12 ACCOUNTANTS 
RECENT TAX CASES... 12 Examinations “MM *, 20 
EDITORIAL ._ es Company Law AMENDMENT Com- District Societies sees 20 
Double’ Taxation F od 4 MITTEE e wg one FCO Personal Notes 20 


PROFESSIONAL NOTES 


Incorporated Accountants’ Hall 


Our readers will learn with regret that Incor- 
porated Accountants’ Hall has been severely damaged 
by enemy action. No casualties were sustained by 
the three fire guards who were in the building at the 
time. The administrative work of the Society is 
now being carried on in temporary offices at 7 and 8, 
Norfolk Street, Strand, London, W.C.2—by courtesy 
of Messrs. Temple, Gothard & Co., Incorporated 
Accountants—and members and others wishing 
to make personal enquiries are asked to call at 
that address for the present. It is hoped that 
some rooms at the Hall may shortly be brought 
into use. An announcement will be made in our 
columns when callers can be received there, and 
the library reopened. Borrowers are asked to return 
books to 7 and 8, Norfolk Street, where the librarian 
will give information on library facilities which are 
now available to members of the Society through the 
courtesy of other professional bodies. Meanwhile, 
postal communications should continue to be ad- 
dressed to Incorporated Accountants’ Hall, where a 
nucleus staff has been maintained throughout to deal 
with telephone enquiries. The strength of the materials 
used ton: the sound craftsmanship displayed in every 
portion of the building have been demonstrated by 
the manner in which it has withstood this latest 
attack. The Hall was built in 1895 as a residence and 


estate office for the late Lord Astor, the architect 
being the late John Loughborough Pearson, - R.A, 
and the builders John Thompson & Sons, Ltd., ot 
Peterborough. The same builders carried out the 
necessary alterations for the Society in 1928, under 
the direction of Mr. F. L. Pearson, F.R.LB.A., the 
son of the original architect. There has inevitably 
been some impairment of the architectural features ; 
but the fine carved figures by Nathaniel Hitch and 
Thomas Nicholls were removed to a place of greater 
safety earlier in the war. 


The Solicitors’ Accounts Rules 


The Solicitors’ Accounts Rules, 1945, and the 
Solicitors’ Trust Accounts Rules, 1945, are the subject 
of an article to be found elsewhere in this issue. The 
former Rules are a recasting of the Solicitors’ Accounts 
Rules, 1935, as amended in the light of experience. 
The latter are entirely new and are made under the 
Solicitors Act, 1941, to deal with a difficulty which 
arose whenever a solicitor was sole trustee or when 
all his co-trustees were partners or clerks in the same 
office. It was often practically impossible to tell 
whether money was received by such a person as 
solicitor or as trustee. The underlying principles of 
the Rules, which are clearly explained in the 
pamphlet published by the Law Society, are three: 
(1) All money that belongs toa client or trust is to 
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be paid into a separate banking account; (2) no 
moneys except those es yd allowed are to be paid 
into that account ; and (3) proper books of account 
and records must be kept. The Law Society is 
empowered to enforce compliance with these Rules. 
It might have been found possible to extend the 
Trust Accounts Rules to all trustees, but this is not a 
function of the Law Society and would require 


legislation. 


The Rules are designed to secure that no client’s or 
trust money received by a solicitor shall be applied 
improperly. It is, of course, impossible to prevent 
deliberate misappropriation, but the Rules do at 
least secure that, apart from genuine mistake, mis- 
application cannot take place as a result of in- 
advertence. In this connection, it may be observed 
that the vast majority of cases which come before 
the Disciplinary Committee are those of solicitors 
practising without a partner. 

The Solicitors’ Accounts Rules are not ry 
binding seeing that “contracting out” is allowed. 
No safeguards appear to be prescribed, but a client 
may not appreciate quite what he is doing in 
allowing his solicitor to disregard these Rules, and 
it is difficult to appreciate circumstances in which 
it is desirable to depart from them. The Law 
Society’s pamphlet contains the full text and a com- 
mentary which clearly explains the purpose of the 
Rules and the intention of their provisions. In that 
commentary, the Council recommends that solicitors’ 
books of account should consist as a minimum of a cash 
book and ledger, both clearly distinguishing between 
transactions on client’s account and on office account 
and between profit costs and disbursements, and also 
of a record showing — of bills delivered. 
The Council of the Society have taken the 


opportunity to repeat their firmly held opinion that — 


every solicitor should have his accounts regularly 
examined by a professional accountant. When the 
provisions of the Solicitors Act, 1941, come into full 
operation after the war this will in effect become 
obligatory. 


Company Law Amendment 
The Company Law Amendment Committee, under 
the chairmanship of Mr. Justice Cohen, was appointed 
by the President of the Board of Trade in June, 1943. 
The Committee has now completed its programme of 
sessions for the hearing of evidence from those bodies 


_ and persons who were invited, or have so far come 


forward, to submit memoranda and oral evidence. 
The Minutes of Evidence for the first twenty-two 
sitting days have been published by H.M. Stationery 
Office, and a summary of the chief points made and 
the views expressed has appeared month by month 
in our columns. We understand that the 

of three further days are to be published shortly. 
The Report of the Committee is not likely to be 


available for some months. 


Employment Policy 
In the current issue of the Economic Journal, Sir 
William Beveridge analyses the differences—in 
diagnosis and prescription—between the Govern- 
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ment’s White Paper on Employment Policy and his 
own report, not yet published, on “ Full Employ- 


‘ment in a Free Society.’’ As Sir William says : “‘ The 


main diagnosis in each is on the same lines, repre- 
senting the general agreement of economists that 
employment depends on expenditure, so that the 
fundamental condition for avoidance of mass un- 
employment is maintenance of total expenditure.” 


At the same time, Sir William’s criticisms of the 


Government’s solution are severe. Some are 
familiar, and would probably be accepted by a large 
section of economic opinion. Thus, Sir William 
questions the adequacy of seeking to maintain 
consumption by variations in social insurance contri- 
butions, arguing that changes in income tax would 
have a greater influence—a suggestion that appears 
also in a recent report of the Liberal Sub-Committee 
on Employment. Similarly, Sir William argues that 
“The White Paper is still far too inhibited in regard 
to central finance, too fearful of increasing the national 
debt.’’ There is certainly no logical reason why one 
should be prepared to encourage local authorities to 
borrow, while setting one’s face against direct borrow- 
ing by the central Government, though there may be 
administrative reasons for this attitude, in that the 
local authorities. are responsible for a large portion 
of public expenditure on capital goods. In Sir 


- William’s view, however, this is merely “the old 


Treasury attitude, with self-deception added.” Others 
might argue that the mere publication of the White 
Paper is indicative of a far-reaching change of atti- 
tude in Government circles. Nor would everybody 
be prepared to accept Sir William’s dismissal of the 
White Paper proposals as a mere “ policy of public 
works, planned five years at a time, and kept on tap 
to mitigate the fluctuations.” 


Differences in Social Philosophy 
As Sir William says, the differences between the 
two approaches represent in the last resort a differ- 
ence of social philosophy. In particular, Sir William 
argues that the Government should not be prepared 
merely to persuade private industry to time its 
investment policy so as to avoid cyclical slumps, but 


should take powers to control private investments. 


If the State were to insist that a given investment 
were undertaken, however, as a logical corollary it 
would also have to give guarantees against any 
resulting losses; so that private industry would 
become a mere agency of the Government, and would 
‘abandon its essential function of risk- -bearing. This 
being so, there would be no intrinsic reason why the 
investment should not be carried out directly by 
the State ; and there can, in fact, be no doubt that 
such coercion would in the long run lead to a basic 
transformation in our economic system through the 
indefinite extension of the sphere of Government 
interference. And this in turn raises the still more 
fundamental problem, d by Professor Hayek in 
his important book, The Road to Serfdom: namely, 
whether a society in which all economic activity is 
controlled by the State could in fact remain in the 
long run a “ Free Society.” 


oe : ‘ . 
ae | | 
eg ee? a ee ME: 
Aa ’ , 
— 
oie ee en © i 
= a a 
S serie Ve 
me fou 
Ms me 
*- of 
ee wh 
Bi: of 
ce Chi 
a nat 
3 Lol 
oe mu 
7 Cor 
a fou 
eo gav 
wey han 
cS aro 
2 = 
7 ay 
Tie of 
oe fide 
6 sinc 
i gift 
at 
Me whi 
Ne Con 
ae and 
2 re? 
_ Acc 
si Pre: 
a, 
age S 
a by » 
a whi 
4 ee Fc 
fe serie 
=f, bein 
“3 . of tl 
- atio 
e have 
2 Cont 
os atiol 
, thes 
for . 
book 
and 
follo 
Fact 
; tion 
ne We | 
: In tl 
F that 
7% ° 


October, 1944 


The Late Mr. H. L. H. Hill, M.A., F.C.A. 

The untimely death of Mr. Lancelot Hill in the 
midst of his wartime duties at the Ministry of Food 
is widely regretted throughout the accountancy 
profession. We gratefully join in the tributes to his 


charming personality and to his work for the pro- . 


fession in many directions. Until shortly before his 
death, he was the senior partner of Messrs. Hill, 
Vellacott & Co., London, an old-established firm 
founded over 150 years ago. During his professional 
career he had undertaken many important appoint- 
ments at the request of the Government. All sections 
of the profession came into contact with Mr. Hill 
when, in 1933, he was for the second time President 
of the Institute of Chartered Accountants and 
Chairman of the Executive Committee of the Inter- 
national Congress on Accounting, which, met in 
London during that year. He filled that office with 
much acceptability to all who participated in the 
Congress, whether as guests or hosts. His colleagues 
found him a patient and effective chairman and he 
gave his unstinted support and advice to the secre- 
tariat of the Congress in arranging the details and 
handling the sometimes delicate problems which. 
arose. All his fellow members of the Executive 
Committee of the Congress have a happy memory 
of the friendly relations he so instinctively and 
easily established with them: he won their con- 
fidence by his character and their goodwill by his 
sincerity. His whimsical sense of humour and his 
gift of hospitality gave joy to his friends, - particularly 
at the informal luncheon and dinner parties to 
which Mrs. Hill and he invited members of the 
Congress. We extend our sympathy to Mrs. Hill 
and to her son and daughter, wall te those who were 
his partners, as well as to the Institute of Chartered 
Accountants upon the loss of a distinguished Past 
President. 


Office Aid to the Factory 


Some interesting pamphlets have been prepared 
by the British Standards Institution upon subjects 
which will be of interest to those engaged in the 
accountancy profession. The general title of the 
series is ‘‘ Office Aid to the Factory.”” The work is 
being undertaken by the Institution with the approval 
of the Minister of Production, and with the co-oper- 
ation of a number of Government Departments and 
other bodies. Booklets on the following subjects 
have already been published : Principles of Production 
Control ; Payroll Methods ; Drawing Office Organis- 
ation ; Office Organisation and Practice. Two of 
these were reviewed in the issues of ACCOUNTANCY 
for April, 1944, and August, 1944. The remaining 
booklets in the series are now in course of preparation 
and we understand that they will with the 


following subjects : Production Control in the Small 
Factory ; Stock Control and Storekeeping ; Applica- 
tion of Production Control ; Costing ; Time Study. 
We hope to be able to review these at a later date. 
In the meantime readers may be interested to know 
that the pamphlets can be obtained from the British 
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Standards Institution, 28, Victoria Street, London, 
S.W.1, subject to their not being out of print. The 
charge for the pamphlets is either 2s. or 2s. 6d. each. 


Britain’s Tourist Industry 

The prospects for developing this country’s tourist 
industry after the war have been surveyed in a pam- 
phlet (“ Britain—Destination of Tourists?” by 
R. G. Pinney), issued by the Travel and Industrial 
Development Association. A large part of this 
country’s foreign investments has been lost in 
payment for. the war. Therefore, the need for 
expanding merchandise exports is an essential part 
of future policy; but it is obviously urgent to 
find some further source of income from abroad. 
Researches carried out by Sir Frederick Ogilvie 
suggest that before the war tourist trade at its 
peak was worth approximately {30 million to 
Great Britain on international account. Moreover, 
this source of foreign income was a comparatively 
stable one; for whereas other countries’ receipts 
from tourists fell off during the slump by as 
much as 75 per cent., and our own invisible 
exports as a whole by nearly 50 per cent., the 
fall in our tourist receipts was limited to 30 per 
cent. and was fairly quickly reversed. What is more, 
the net revenue from tourist traffic is only slightly 
less than the gross, since few imported goods are 
needed. In a foreword to the pamphlet, Lord Derby 
expresses the view that the tourist industry could 
be made to yield as much as {100 million annually 
—that is, considerably more than the average of our 
net shipping income during the thirties. To achieve 
this objective, however, it is considered that it would 
be necessary for the Government officially to appoint 
a tourist organisation in Great Britain, and to make 
some financial contribution towards its activities. 
The amount of subsidy involved is placed in normal 
times at something between {1,000,000 and £2,000,000 
annually. . 


___ 


In surveying the prospects, the pamphlet takes a 
realistic view, and in icular points out that, 
with certain exceptions, Great Britain’s hotel services 
are both inferior in quality to, and on the whole more 
expensive than, those of many other countries. The 
main causes of this state of affairs are considered to 
be ‘‘ misfitting and archaic laws ’”’ and the “ adverse 
operation in Great Britain of certain economic 
principles of hotel-keeping.’’ Since the demand of 
our own population for hotel services is likely to be 
far greater after the war, it is felt that, if hotels were 
left to find their own level, standards of service would 
continue to be low by comparison with those of 
certain other countries. It is here that the proposed 
Association could be of assistance, by offering in- 
ducements to comply with the required standards. 
The main conclusion, at any rate, is clear: that the 
successful development of our national tourist 


‘industry would require a fundamental improvement 


in the hotel system. 
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DOUBLE TAXATION 


The problem of double taxation is not a new one, 
but in common with many others it has gained 
emphasis under the stimulus of war. The revival of 
activity by the International Chamber of Commerce 
(the British National Committee) is therefore timely 
and their arguments are cogent in favour of relief. 
It is boldly asserted that Governmental action is 
imperative in the national interest and that this 
should be unilateral. 

In the simplest terms the position of this country 
is that the import of primary products is essential, 
with the corollary of the export of manufactured goods 
of at least equivalent value. It is clear that this 
bare minimum of overseas trade will not suffice to re- 
establish economic health together with a high level 
of employment. The first question, therefore, is 
““What goods and services can Britain offer to the 
rest of the world which will be sufficiently attractive 
to command acceptance in the face of intense com- 
petition?” The second issue is concerned with the 
best means of bringing these goods and services to 
the notice of potential customers abroad. 

From the standpoint of double taxation it suffices 
that substantial and expanding exports are necessary, 
as is generally accepted, and it is forcibly urged that 
relief from the double taxation burden will prove a 
potent means of fostering the growth of exports. 

Whatever may be the functions of the State in the 
domestic economy of the country it is patent that 
State intervention in overseas markets would be 
detrimental. It follows that export trade must 
continue to be a preserve for private enterprise, sup- 
ported and encouraged by the State. Certainly it 
cannot be said that the Government have been slow 
in perceiving this need, so the task of the pro- 
tagonists for relief from double taxation is to convince 
the Chancellor of the Exchequer and his advisers 
that the taxation of profits can and should be an 
instrument of economic policy as well as a fiscal 
weapon. Once again, the International Chamber has 
not hesitated to demand the maximum relief from 
United Kingdom taxation on profits earned overseas 
as the only measure likely to produce the desired 
result. They argue that British concerns trading 
abroad should bear no more direct taxation than 
their competitors in the foreign country where the 
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prohibits the accumulation of the reserves necessary 
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activities are conducted and that immunity from 
British taxation should persist until the final stage, 
when by distribution some part of the foreign profits 
flows into the private purse of the investor. At 
this stage it is agreed that such supplementary 
taxation should be imposed on the distributions out 
of the foreign profits as will serve to raise the effective 
rate of the foreign taxation to the level of the United 
Kingdom rate. A logical consequence of this method 
is that non-resident investors shall be entitled to 
exemption from this supplementary tax. 

The main arguments in support of this demand 
are both simple and direct. First, there is the fact 
that demands for capital will be so vast and multi- 
farious that all resources will need to be mobilised 
and carefully allocated to meet essential needs. The 
second is that capital will only accept the additional 
risks of foreign enterprise if the reward is potentially 
greater than in home trade. The third point is that 
the burden of double taxation reduces the real net 
profit from foreign enterprise to the point that 

recludes a reasonable yield to the investor and 


for the development of the overseas business. 


The existing system of relief in respect of Dominion 
taxation is criticised as being cumbrous and partial. 
The doctrine of,epntrol has made prohibitive the cost 
of administration of overseas enterprise from this 
country, and it seems probable that, short of drastic 
alterations in fiscal policy, many concerns operating 
overseas will transfer their head offices to the scene 
of the actual operations as soon as present restrictions 
are relaxed. 

The International Chamber of Commerce aim at a 
reversal of this trend. They urge that Great Britain 
should lead the way in freeing international trade 
from all obstacles and disabilities. They contend 
that not only should an outward flow of British capital 
and products be encouraged, but that an inward 
flow of foreign capital should be fostered so that this 
country may-once again become the centre of world 
trade. It is not to be denied that by reason of 
geographical position, knowledge and experience this 
is a role that this country is well fitted to play and 
_that the advantages therefrom would be considerable. 


The reconstruction of the economy of Europe will 
call for the concerted use of the resources of all 
nations which are ina position to contribute thereto. 
The co-ordinating centre should be contiguous to the 
Continent; and if to the political and financial 
stability which this country can offer, there be added 
far-sighted alleviation of undue burdens of direct 
taxation, there can be little doubt where the choice 
will fall. The proposed relief is designed to benefit 
nationals and foreigner alike so that none may be 
‘discouraged: from contributing fully to European 
recovery. 

The International Chamber asserts that the 
initial loss of revenue will speedily be made good, 
that the issue is too urgent for action to wait upon 
agreements with other countries and that force of 
example will speedily lead to reciprocal action. 
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Delegated Legislation 


By SIR LYNDEN MACASSEY, K.B.E., K.C., LL.D. 


To respond to the editor’s invitation and con- 


tribute an article on this controversial and extensive — 


topic that will be reasonably expository and at the 


same time compacted into the limited space available’ 


is no easy undertaking. Much must necessarily be 
left unsaid. The subject to which the article is to be 
directed is known by many names—* delegated 
legislation,” ‘‘ departmental law-making,”’ “ bureau- 
cratic regulation,”’ or, by the late Lord Chief Justice 
Hewart’s picturesque and pithy phrase, “ The New 
Despotism.’’ But in whatever way, euphemistic or 
opprobrious, it is designated, it stands, unless 
vigilantly watched and rigorously restricted, an active 
and insidious enemy of our democratic freedom. 

The first practical question is whether we must 
perforce accept it as part of our normal constitutional 
method of enacting laws that bind the lieges, and in 
the event of an unwelcome answer in the affirmative, 
then to what extent and subject to what conditions. 
In answering the question a clear distinction must be 
drawn between departmental-made law in times of 
peace and times of war. Obviously, governing con- 
siderations of a special kind apply to the latter . 
which cannot on this occasion be examined. 


The Origin of Delegation 

For the discussion of any topic which arouses 
heated controversy, as certainly does delegated legis- 
lation, Mark Twain has given sound advice, “ Get 
your facts first and then you can distort ‘em as much 
as you please.”” And this is the fundamental fact that 
has to be accepted by the most intransigent opponent 
of departmental law-making, however he may shape 
it afterwards. It is that Parliament under modern 
conditions of pressure has not in peace-time either the 
time or the inclination, or the expert knowledge, 
or the organisation to consider and determine both 
the principles of complicated legislation, and also 
the many details of their practical application. It 
justifies fully the contention that, if parliamentary 
procedure and organisation have become soijJl-adapted 
to discharge -the functions of Parliament, it is the 
duty of Parliament, valuing constitutional freedom 
as it does or should, to modernise itself so as to meet 
the requirements of present day conditions. But 
Parliament, instead = recognising this, has adopted 
an easy way out, and by so doing endangered the 
democratic liberty of which it is the guardian. It 
has contented itself with enacting legislative prin- 
ciples and relieved itself of all further concern with 
much of the subject matter of the enactment by 
delegating to the particular government department 
responsible for the administration of the Act in 
question, power and authority to make all the rules 
and orders having the force of law which are required 
to carry the Act into practical operation. Anyone 
~ has experience of my os ee oe — 
that it is comparatively easy to formulate gen 
principles but omnes 4 more difficult to frame the 


practical details of their application. Hence the fact 
has to be faced that unless the present organisation 
and procedure of Parliament are modernised and 
standing committees established consisting of mem- 
bers who have or are prepared to acquire experience 
in particular spheres of legislation, and are willing to 
give the time to framing for Parliament’s subsequent 
approval the detailed machinery of Acts, with, of 
course, the advice and assistance of the government 
departments concerned, the only alternative is the 
delegation of that responsibility to those government 
departments notwithstanding the resultant dangers to 
liberty and freedom. As a practical necessity that is 
inevitable and to an ever increasing degree as the 
complexity of legislation pa in step with social 
Progress. 
‘* Laisser aller ”’ To Blame 

Failing to realise this, many critics of departmental 
legislation are apt to attribute its undeniably menac- 
ing expansion entirely to a spirit of aggrandisement 
on the part of the government departments. In truth 
it is not that, but the “laisser aller” policy of 
Parliament that should be impeached. At the same 
time, while the government departments may be 
acquitted of being actuated by the sinister motive 
attributed to them, it cannot be denied that a lavish 
use of delegated legislation has seductive attractions 
for bureaucracy, to which Ministers and their Depart- 
ments do at times succumb. It serves to keep outside 
the area of controversy surrounding any Bill which 
the Ministerial head of a government de ent has 
to steer through stormy waters in Parliament much 
discussion as to how the Bill is to be carried into 
detailed operation, and does thereby much reduce the 
opposition which the Minister has to face from 
opponents to the Bill. That is no unimportant part 
of Ministerial strategy. It also protects his Depart- 
ment by relieving it from what might be the a 
embarrassing necessity of having to explain to 
critical Parliament its departmental policy re 


- putting the Bill, when it becomes an Act, into prac- 


tical effect. Some may think it would be salutary 
if the whole scheme of a Bill, —— and details, 
were thought out before the Bi nted to 
Parliament, but that would not find favour in 
bureaucratic circles. It is always an effective rejoinder 
for a department, when an Act has been passed and 
its departmental policy which it has embodied in 
some rule or order is being criticised, to say ‘‘ Parlia- 
ment has passed the Act and left us to frame the 
departmental policy for carrying it out, and in the 
exercise of that responsibility, this is what we think 
it is necessary to do, and that’s all there is to it.” 

Had departmental policy—which is really what most 
affects John Citizen—always to be disclosed to a 
critical Parliament when the Bill was under con- 
sideration, it might result in extreme cases in the 
rejection of the Bill, in many cases of clauses in the 
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Bill, and in not a few the eclipse of some depart- 
mental reputations. So, to say the least, the growth 
of departmental legislation is not likely to be 
discouraged by~ bureaucracy. 


Inadequacy of Existing Safeguards 

What then is the —— afforded to the lieges 
against the danger of their freedom and liberty being 
whittled away by laws made by government depart- 
ments? The answer is—very little indeed. Most 
laws made by departments are in the form of Rules 
or Orders made in one or other of two forms, i.e. 
either laid in draft before each House of Parliament 
and requiring an affirmative resolution of each House 
before they become effective, or in the case of much 
the greater number, made in the form in which they 
become effective as soon as they are made, but 
having, on being made, to be laid before each House 
and being subject to being annulled on a “ prayer” 
to that effect being carried by either House within a 
prescribed period commencing with the date on which 
they are laid before the House. As a means of 
assuring the nation protection against any subtle 
invasion of public or private liberty this procedure 
is singularly ineffective. It is left to private Members 
of Parliament, .if they have the time and an enquiring 
mind or because of special interests happen to be 
on the watch, to find out for themselves what depart- 
mental made laws are at any particular time being 
laid before the House, and if they think they are 
objectionable to take what steps they can to prevent 
them being approved or to secure their annulment. 
In such a position a private Member is generally in 
the position of Athanasius contra mundum. He will 
have the Minister against him who is officially re- 
sponsible for the Rule or Regulation in question. 
The Minister will generally see that if the matter is 


pushed to a division the Government Whips are | 


either. officially put on or instructed unofficially to 
exercise their powerful influence against any voting 
by government supporters adverse to the Minister. 
No more convincing proof is needed of the ineffective- 
ness of this procedure than to! compare the many 
thousands of departmental laws that have been made 
between the last'war and the present one and laid 
before Parliament ‘and the almost infinitesimal 


number of cases in which any have been challenged in 


the House of Commons by private Members. The 
House of Lords, it should incidentally be mentioned, 
has a Standing Committee to bring any “ special 
orders ’—which generally relate to water or gas or 
electricity supply—to the attention of that House 
when the Committee think they raise principles that 
should be considered by the House. 

This state of things has for long been regarded 
as unsatisfactory by large sections of opinion in both 
Houses. A representative Committee presided over 
by Lord Donoughmore, who, at the time, was the 
very experienced Chairman of the House of Lords 
(“ The Powers of Ministers Committee”’) made a 
report in 1932 and recommended the setting up of a 
Joint Committee of both Houses to inform them of 
the general character of the departmental laws that 
are being laid before Parliament without however 


going into their merits. That, at any rate, would 
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have ensured that Parliament was given some in- 
formation of what departmental legislation was being 
made. The Government of the day and successive 
Governments saw to it that the report was pigeon- 
holed, and in that Parliament submissively acquiesced. 


Fire Guard Rules Incident 


The recent revelations regarding the National Fire 
Service Regulations have shown how little reliance 
can safely be placed on the parliamentary procedure 
that exists for protecting the public. It was dis- 
covered by the Ministry of Home Security, apparently 
in the course of preparing a draft codification of 
the Regulations, that no less than 23 sets of Regula- 
tions containing numerous provisions dated from 
August 5, 1941, to June 12, 1944, had never: been 
laid before Parliament as had been provided by the 
Fire Services (Emergency Provisions) Act, 1941, with 
the result that Parliament, in the case of each one 
of the 23, was deprived of its statutory right of even 
considering whether any one of the many provisions 
was objectionable and should be annulled. The 
upshot was that the National Fire Service Regula- 
tions (Indemnity) Act, 1944, was presented to 
Parliament on July 28, 1944, by the Minister of Home 
Security, and was passed into law on August 3 
following, enacting that all the 23 sets of Regulations 
should be deemed to have been duly laid: before 
Parliament as soon as they had been made in com- 
pliance with the Act of 1941. This Indemnity Act 
while it declares that ““the Secretary of State is 
hereby freed, discharged and indemnified from and 
against all consequences whatsoever, if any, incurred 
or to be incurred by him by reason of the said failure 
to lay before Parliament the Regulations... ” 
nevertheless did not restore to Parliament the right 
of which it had been deprived to object to any pro- 
vision in any one of the 23 Regulations. The effect 
is that Parliament is assumed not to have 
made any objection although it had been deprived 
of the opportunity of doing so! A procedure that is 
capable through “ inadvertence,” as is stated in the 
Indemnity Act, of operating in that way ought not 
to command the confidence of the public as a means of 
protecting their liberty and freedom. Why Parlia- 
ment has been so long content may well invite 
investigation by the electorate. This was Lord 
Samuel’s pungent comment on the Second Reading 
of the Indemnity Bill in the House of Lords on 
August 2 last :— 

“ The duty of laying upon the Table of the Houses 
of Parliament regulations that are made, is a step 
which is taken not in the service of the various 

ts but in restraint of those Departments. 

It is designed to check their actions and yet it is left 

to the Departments themselves to see that the pre- 

scribed course is taken. Ought it not to be for 

Parliament itself to keep, some watch upon the 

Departments—Quis custodiet ipsos custodes ? If those 

who are charged with this duty do not do it what 

remedy is there ?”’ 


The Proposed Select Committee 
But even if departmental legislation is laid before 
Parliament what assurance is there that the attention 
of Parliament will be effectively directed to it? To 
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ensure this, on May 17, 1944, a motion was moved 
in the House of Commons by Mr. Molson that the 
House would welcome the setting ‘up of a Select 
Committee to carry on a continuous examination of 
all delegated legislation presented to Parliament, and 
a “ lively debate ” in the Parliamentary sense ensued. 


In the course of it, the Home Secretary on behalf of — 


the Government announced that the Government 
would be prepared to co-operate in setting up a 
Committee, on the faith of which the motion was 
withdrawn. Later, on June 15, in redemption of 
their promise, the Government “ tabled a Motion” 
in the House of Commons (which at the time of 
writing this article has not yet been moved) for the 
appointment of a Select Committee of that House to 
consist of 11 named members representative of the 
principal political parties, with the following terms of 
reference :— 

. to consider every Statutory Rule or Order 
(including any Provisional Rule made under Section 2 
of the Rules Publication Act, 1893) laid or laid in 
draft before the House, being a Rule, Order or Draft 
upon which proceedings may be taken in either 
House in pursuance of any Act of Parliament, with a 
view to determining whether the special attention of 
the House should be drawn to it on any of the 
following grounds :— 

(i) that it imposes a charge on the public revenues 
or contains provisions requiring payments to be made 
to the Exchequer or any Government Department or 
to any local or public authority in consideration of any 
licence or consent, or of any services to be rendered, 
or prescribes the amount of any such charge or 
payments ; . 

(ii) that it is made in pursuance of an enactment 
containing specific provisions excluding it from 
challenge in the Courts, either at all times or after the 
expiration of a specified. period ; 

(iii) that it appears to make some unusual or 
unexpected use of the powers conferred by the 
Statute under which it is made ; 

(iv) that there appears to have been unjustifiable 
delay in the publication of it ; 


(v) that for any special reason, its form or purport 
calls for elucidation. 
Yet given active vigilance and unremitting indus 
on the part of the Committee, it is open to no sm 
measure of reasonable doubt, whether the Committee 
can adequately operate to protect constitutional 


. liberty having regard to their extremely limited 


terms of reference, were Parliament to accept what is 
proposed by the Government. 


_ The Courts of Law 

The protection against bureaucratic legislation 
which the courts of law can afford the public is 
strictly limited. In regard to departmental-made 
laws, the Courts have only power, using Lord Bacon’s 
phrase: “jus dicere and not jus dare, to interpret 
law and not to make law.’”’ All that the Courts can 
do on a review of any delegated legislation is to see 
that a Minister in making any departmental law does 
not step outside the authority delegated to him by 
Parliament. While the Courts have power to restrain 


départmental law-making strictly within the limits 
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of. the statutory. authority which has been given, 
they have no power to interfere, if the departmental 
legislation is within that authority, whatever may be 
their views on the merits or reasonableness of any 
Rule or Regulation made by the department. That 
being the position it is not surprising that the 
authority proposed to be given to Government 
departments to legislate is generally expressed in Bills 
presented to Parliament by their Ministerial heads 
in very wide and general terms so as to avoid as far 
as can be all possibility of the Courts having any 

ound to find that any Rules or Regulations made 
* the department are outside the scope of the 
authority delegated to it. 


Post-War Prospects 


Before long it is to be hoped we shall see the 


victorious end of war with Germany. The prospect 
of victory over that enemy of freedom might 
well impel Parliament to consider whether the time 
has not now arrived to ensure concurrently freedom 
from departmental domination. He would be a poor 
observer who did not see that the ordinary people of 
this country will insist on emerging into a post-war 
world freed from very many of the departmental 
war-time regulations by which they are now en- 
thralled. Little enquiry is needed to show, and show 
convincingly, that it will be impossible for industries 
to re-establish their home trade, and more par- 


. ticularly their export trade, unless very many of the 


shackles of war-time restrictions are struck off. This 
does not imply any obstinacy to recognise that some 
controls which now exist must either in their present 
or in some modified form be continued after the war, 
for example, to prevent inflation and profiteering, 
and ensure fair distribution of goods and com- 
modities which may be in short supply, and the most 
nationally advantageous allocation of materials and 
labour. No one wants to repeat the disastrous policy 
of abolishing all controls as after the last war. But 
apart from them, the restrictive effect of the present 

war-time departmental regulations, as they stand, 
is deadening on industrial and; enterprise. 
Yet no machinery has been set,up by Parliament to 


consider how many of the controls can and should be 


dispensed with and how far freedom of action, now 
crippled by them, can be restored. Unless some 
emancipatory move of that kind is made by Parlia- 
ment as the constitutional custodian of our rights 
and liberties the result inevitably will be that the 
country and its trade and industry will be pre- 
cipitated into post-war conditions as completely 
by departmental regulations and for just 
as long as the Departments, at their own discretion, 
think fit. It is surely too much to expect of depart- 
mental human nature that controllers will volun- 
tarily decontrol themselves, and it has to be borne in 
mind that once departmental legislation has, at its 
inception, complied with the a parliamentary 
ure to give it validity, no 
which it can be terminated. If not re 
withdrawn by the Department concerned, it can 
continue in operation just as long as the Act continues 
in operation which authorised it to be made. 
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The Measurement of Profit in Relation to 
Fixed Assets : 


CONTRIBUTED BY MEMBERS OF THE INCORPORATED ACCOUNTANTS’ RESEARCH COMMITTEE 


In order to improve the accuracy of accounts it is 
suggested that some agreed standards should be 
universally adopted. 

Expenditure may be regarded as falling under 
three main headings :— 

(a) Revenue—the benefit of which is exhausted 
during the accounting period subject to adjust- 
‘ments for stock, work-in-progress and pre-paid 
expenses. 

(6) Capital—merely long-term exhaustible expendi- 
ture, the. benefit of which is spread over long 
periods. 

. (c) Expenditure for rights and privileges such as 
goodwill, patent rights, copyrights, etc. 
Suggested Treatment in Accounts 


(a) Revenue Expenditure 
This is outside the scope of this article. 
(b) Capital Expenditure 
Fixed assets may be broadly classified as follows :— 


(a) Freehold land. 

(6) Buildings. 

(c) Plant and machinery, including rolling stock 
and all types of plant and equipment. ' 


(d) Loose tools. 
-(e) Fixtures and fittings. 
(f). Expenditure on mines development, in- 
cluding shaft sinking. 
_ (g) Permanent way expenditure. 


(h) Development expenditure in relation to 
plantations. 


(¢) Farm dead stock. 


The balance sheet should show the net value of 
fixed assets based on historial costs and bearing 
in mind-that the assets have been acquired for use 
and not for resale. 

Each accounting period is charged with its fair 
portion of the cost of user of these assets. Such 
charge should be the estimated portion of the ex- 
penditure exhausted during the period and should 
not be varied by reason of the profits made. 

Buildings, Plant and Machinery, including Rolling 
Stock, Fixtures and Fittings, Expenditure on Mines 
Development and Farm Dead Stock. . 

The measurement of depreciation and obsolescence 
should be calculated with much greater accuracy, 
and for this purpose a register containing full details 
of all fixed assets should be kept. The estimated life 
should be the determining factor in deciding the 
annual depreciation, but the balance of each asset 


should be carefully considered from year to year in 
view of changing conditions. 

Any further provision thought desirable through 
rising prices, etc., should be made from revenue 
appropriations. 

Reference should be made to ACCOUNTANCY, 
November, 1943, page 30; in connection with 
obsolescence. 

Freehold Land.—This should remain at cost price 
except in the case of permanent reduction in value, 
when such provision should be made from appro- 
priations of profit or free reserves. 

Leasehold Property—The premium paid, together 
with the estimated dilapidations liability, should be 
written off during the life of the lease. 


Jigs, Patterns and Loose Tools.—These should be re- 
valued from year to year. It is recommended that 
detailed stock records should be kept for control 


purposes. 
Permanent Way Expenditure.—Initial expenditure\ 


and cost of extensions should be capitalised and only 


expenditure on renewals charged to revenue. Fluctua- 
tions in the annual charge to revenue should be 
eliminated by estimating renewal costs over a period 
of, say, ten years. © - oF] 

Plantation Development Expenditure —Total ex- 
penditure on acquisition, clearing roads, drainage 


- and all costs incurred in preparing the estate for 


pos should be capitalised. This total cost would 
written off over the estimated productive life of the 
plantation. 


Mines and Quarries —Total cost capitalised and 
written off on the basis of the estimated total 
production. 

(c) Expenditure for Rights 

Owing to the impossibility of valuation from year 
to year it is suggested that this type of expenditure 
should -be eliminated from the balance sheet at the 
earliest possible opportunity by appropriations from 
profits or reserves. 

In case of new undertakings the capital structure 
could be so arranged to eliminate commercial good- 
will from the balance sheet. It is suggested that 
equity shares of low denominations be issued at a 
premium and the capital reserve thus provided be 
utilised in writing off payments for goodwill, etc. In 
such circumstances the remaining share capital issued 
would represent the true “going concern” value of 
tangible assets plus the working capital. Provided 
adequate depreciation provisions are made the value 
of these shares should remain fairly constant. 

The value of the equity shares would fluctuate in 
accordance with the profitability of the undertaking 
and the extent of undivided profits. . 
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ACCOUNTANCY 


Solicitors’ Accounts Rules 
By ROLAND BURROWS, K.C. 


Experience has shown that defalcations by solicitors 
frequently arose from faulty book-keeping coupled 
with the fact that the law did not require them to 
keep clients’ money separate from their own. The 
Solicitors Act, 1933, by way of remedy required the 
Law Society to make rules, approved by the Master 
of the Rolls, as to the keeping of bank accounts for 
clients’ money, and as to the keeping proper records 
and accounts of moneys received, held, or paid on 
account of clients. Rules were accordingly made in 
1935 and were amended on three occasions. On 
January 1, 1945, these will be superseded by the 
new set of rules known as the Solicitors’ Accounts 
Rules, 1945. 

Solicitors as Trustees 

One of the main difficulties under the old Rules 
arose in regard to trusts of which a solicitor was 
either sole trustee or was co-trustee only with one 
or more of his partners or clerks. It was often 
difficult to determine whether such a trustte received 
or paid money as solicitor or as trustee. In the 
latter case he was not his own client. The Solicitors 
Act, 1941, therefore required the Law Society to 
make similar rules as to solicitor-trustees and accord- 
ingly a new set known as the Solicitors’ Trust Account 
Rules, 1945, has been drawn and will also come into 
operation on January 1, 1945. Certain solicitors 
occupying public positions are not included. These 
rules only apply to solicitor-trustees. This term does 
not mean solicitors who are trustees but is limited to 
solicitors who are sole trustees or who are co-trustees 
only with their partners or clerks. 


The ‘‘ Client Account ”’ 

The new Solicitors’ Account Rules define the cases 
in which money must or may be paid into the “ client 
account ”’ at the bank. Unless money is so authorised 
to be paid in, a solicitor cannot pay money into that 
account. He wil] no longer have the opportunity of 


his own money into that account. Nor will © 


pa 
he be able to withdraw from that account money due 
to him by means of cheques drawn in favour of third 
parties. Both of these practices might have defeated 
and sometimes did defeat the object of the Rules. 
By Rules 3 and 9, all money received or held by a 
solicitor must be paid into his client account at the 
bank, unless on immediate receipt it is paid to the 
client or someone by his direction or is paid into a 
separate banking account of the client or of someone 
named by him. A second set of exceptions is when 
the client requests (the Rule does not say “in 
writing,’ which seems desirable) that it shall not be 
done or the amount is received by way of paying a 
debt due to the solicitor from his client or to reimburse 
disbursements or is paid expressly on account of 
costs either agreed or in accordance with a bill of 
costs or written intimation of the amount of costs 
due. By Rule 4 the money which may (not must) 
be paid into the client account of the solicitor at the 


bank is: trust money, such amount of the solicitor’s 
own money as is necessary to open or maintain the 
account but not more than that, money withdrawn 
by mistake, and any cheque or draft which the 
solicitor may split but has elected not to split. By 
Rule 6 no other money may be paid into such an 
account. Rule 5 deals with “splitting.” If a 
solicitor receives a cheque or draft which includes any 
client’s money. or any trust money, he may where 
practicable split the same so that the separate 
amounts are dealt with as if each had been paid by 
a separate cheque or draft. If he does not, then if 
any part is client’s money he must pay the whole 
amount into the client account, and if any part is 
trust money then he may do so. Trust money is 
money received by a “ solicitor-trustee’’ (Rule 2). 


Drawings Out of the ‘‘ Client Account ”’ 


Rule 7 deals with drawings out of the client 
account. (a) In the case of client’s money it may be 
drawn (i) for a payment to or on behalf of the client ; 
(ii) for payment of a debt due to the solicitor from 
the client or to reimburse him for disbursements on 
the client’s behalf; (iii) if drawn on the client’s 
authority (but the Rule does not say “given in 
writing’); (iv) for or towards payment of the 
solicitor’s costs when a bill or written intimation of 
the amount has been delivered to the client and the 
latter has been notified that the money will be so 
applied. 

(b) In the case of trust money, it may be drawn 
for the purposes of the trust or to be paid into a 
separate banking account kept solely for that trust. 


(c) In the-case of other money, i.e. money paid 
to open or maintain the account, this may be drawn 
when not required. Where a cheque which has to 
be split has been paid into the client account under 
Rule 4, such part as is not client’s money-or trust 
money may be withdrawn. 


(d) The only other case where money may be 
withdrawn is in order to take out money paid into the 
account in contravention of Rule 6. As the words of 
Rule 7 say by “ accident or mistake,” it would appear 
that money paid in knowingly in contravention of 
Rule 6 cannot be withdrawn. If so, it would stay 
in the account for ever. 


Rule 7 also provides that in no case can client’s or 
trust money be withdrawn in excess of the amount 
standing to the credit of the particular client or trust. 
This is to prevent other clients’ or trust money being 
used to finance the client or trust. 


Rule 8 provides that payment to the solicitor out 
of the client account shall be made in one of two ways 
only, either by a cheque drawn in his favour or by a 
transfer to a banking account of the solicitor which 
is not a client account. The practice of paying third 

ies by cheque or transfer from the client account 
is therefore forbidden. 
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There may be exceptional cases which have not 
been foreseen. To some extent, this is provided for 
by Rule 9 (4) which enables the Council of the Law 
Society to authorise a solicitor, on his application, to 
withhold any client’s money from the client account. 


Books and Accounts 

So far the Rules deal with the banking account 
and are directed to see that a solicitor keeps clients’ 
money separate and distinct from his own. By 
Rule 10 a solicitor must keep properly written up 
such books and accounts as are necessary to show 
all his dealings with clients’ money and to dis- 
tinguish the money of each separate client. All such 
books and accounts must be preserved for at least 
six years, but this is a minimum period. The 
Council of the Law Society in this connection 
reiterate their opinion that, although section 1 of the 
Solicitors Act, 1941, is not yet in force, every solicitor 
ought to have his accounts regularly examined by a 
professional accountant. 

Rule 11 contains provisions to enable the Law 
Society to see that the Rules are duly observed. 


Solicitors’ Trust Account Rules 
The Solicitors’ Trust Account Rules, 1945, make 
similar provisions. By Rule 3 all trust money received 
by a solicitor-trustee (in the sense already mentioned) 
which is not paid into a client account must be paid 
into the trust bank account, unless (under Rule 9) 


Estate Duty on Life Policy 
By E. WESTBY-NUNN, B.A., LL.B., Barrister-at-Law 
Under Section 2 (1) (c) of the Finance Act, 1894,. 


Section 38 of the Customs and Inland Revenue Act, 
1881, and Section 11 (1) of the Customs and Inland 
Revenue Act, 1889, property passing on the death 
of a deceased person is deemed to include money 
received under a policy of assurance effected by any 
person on his life where the policy is wholly kept up 
by him for the benefit of a donee, whether nominee 
or assignee. 

The meaning of these sections was recently con- 
sidered by the House of Lords in the case of Barclays 
Bank, Lid., v. Attorney-General in the following 
circumstances. 

The late Lord Devonport took out two policies of 
assurance on his own life, and subsequently, in 1922, 
assigned both policies under a family settlement for 
the benefit of his eldest son and sundry other persons. 
At the same time and under the same settlement he 
assigned to the trustees of the settlement certain 
income-producing: investments the revenue from 
be was to be used to pay the premiums on the 

cies. 

On the death of Lord Devonport, it was contended 
by the Commissioners of Inland Revenue that the 
moneys received by the trustees of the settlement 
under the policies were subject to estate duty ; their 
argument being that, since Lord Devonport had 


_cases, has no etd to compel them to carry out 


October, 1944 


cash received is at once paid over in execution of 
the trust or a cheque or draft is similarly dealt with 
by being endorsed over without the solicitor-trustee 
paying it into any bank account. By Rules 4 and 6 
no other money may be paid into a trust bank 
account except money of the solicitor or his co- 
trustee for the purpose only of opening or main- 
taining the account or money paid in to replace sums 
which ought not to have been drawn out. Rule 5 
deals with splitting cheques, but if the solicitor does 
not “ split,”’ then the money must be paid into a 
client account and not to the trust bank account. 
By Rule 7 the money in a trust bank account can 
only be withdrawn for the due execution of the trust 
or to be transferred to a client account or t@®*orrect 
a mistaken payment in, but money paid th under 
Rule 4 to open or maintain the account may also be 
drawn out if no longer needed, and by Rule 8 the 
Council of the Law Society may on application 
expressly authorise other withdrawals. 

Every solicitor-trustee must (by Rule 10) keep 
properly written up such books and accounts as are 
necessary to show all dealings with money received 
or held by him as ‘solicitor-trustee and he must 
preserve thesé books and accounts for at least six 


years. 
The other Rules give the Law Society power to see 
that these Rules are duly observed. 
If these Rules are properly observed, defalcations 
by a solicitor can only be committed when he de- 
liberately decides to misappropriate. 


provided the investments which enabled the trustees 
to pay the premiums, he had kept up the policies 
within the meaning of the sections mentioned above. 
With this argument the House of Lords unani- 
mously disagreed. Their Lordships pointed out that 
it contained a fundamental fallacy: namely, the 
assumption that a trustee was the agent of the party 
by whom the settlement was made. In fact, the 
trustees of Lord Devonport’s settlement did not pay 
the premiums on the assigned policies as his agents. 
Nor did they use his money for the purpose. 
' When investments are transferred to trustees under 
the terms of a settlement, they cease to belong to the 
transferor, and the title thereto is vested in the 
trustees on the terms of the settlement. In administer- 


their duties. is power is possessed by the bene- 


beneficiaries. 

In these circumstances, therefore, it could not be 
said that the policies had been kept up by Lord 
Devonport and the moneys received under the 
policies upon his death were not subject to estat 
duty under the sections quoted above. . 
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: TAXATION 
2e 
6 The Acts provide that if the Inspector of Taxes 


discovers that properties or profits chargeable to tax 
have been omitted from assessments, that a person 
chargeable to tax has not made a return, has made an 
incomplete return, has not been assessed, or has been 
undercharged, or that he has been allowed any relief, 
etc., not authorised by the Acts, the Inspector is to see 


Income Tax Act, 1918). It is, therefore, of great im- 
portance to see what constitutes ‘‘ discovery,’’ a word 
for which the Codification Committee suggested that 
‘comes to the conclusion ’’ should be substituted. 


“ Before discussing discovery, however, it may be well 
he to state the time limits for additional assessments. This 
he is normally six years from the end of the relevant year 


of assessment, but in the case of a deceased person, 
while the assessment may go back six years, it must be 
signed by the Commissioners within three years after 
the end of the year of assessment in which the death 


occurs (Section 29, Finance Act, 1923), except in con- 
ed @ nection with assessments on income from résidue, which 
ist | can be made up to the end of the third year following 


the year of assessment in which the administration is 
completed (Section 34 (3), Finance Act, 1938). Similar 
rules apply for sur-tax (Section 42 (3), Finance Act, 
1927). These time limits do not apply, however, in 


cases of fraud or wilful default so far as/ 1936-37 and 
MS @ subsequent years of assessment are concerned, except 
je- § that the time limit for assessment on pefsonal repre- 


sentatives remains (Section 33, Finance Act, 1942). 

In C.I.R. v. MacKinlay’s Trustees (1938), 17 A.T.C. 
at pp. 356-7, the Lord President of the Court of Session 
said he thought that the word “ discovers’’ meant 
simply “‘ find out,’’ and covered the finding out that an 
error of law had been committed in the first assessment, 
or that a deduction claimed upon a true representation 
of the facts had been allowed contrary to the provisions 
of the Acts, i.e., a discovery of an error in law (due to 
a misapprehension of the legal position) is covered just 
as much as discovery of an error of fact. As a result of 
the decision in this case, the Revenue agreed that 
trustees who, after diligent inquiry and full disclosure, 
pay the Revenue claims based thereon and allow a 
reasonable time for any other claims to be paid, there- 
upon dividing the estate, are absolved from further 
personal liability in respect of subsequent claims against 
the estate. 

It had earlier been held (R. v. Commissioners of Taxes 
for St. Giles and St. George, Bloomsbury (1915), 7 T.C. 


der 59) that if an Inspector honestly comes to a conclusion, 
the# on the information in his possession, that a person had 
the not made a full and proper return, that is ‘‘ discovery.” 
ter-—§ Here the Judge regarded the word “ discovers’’ as 


meaning coming to a conclusion from the examination 


ost made and from any information the Inspector may 
out choose to receive (however he may get it). 
ne- On the other hand, a mere change of opinion on the 


same facts may or may not amount to discovery. Thus, 
in Anderton and Halstead v. Birrell (1931), 16 T.C. 200, 
an Inspector submitted additional assessments to 
neutralised deductions made for doubtful debts, having 
learned that the company had continued to trade with 


bell the debtor (a company in which it held a majority of 
ord§ the shares), but the Court rejected the _assessments, 
thel holding that there was no evidence that the deductions 
tate’ were wrongly allowed by reference to the circumstances 


at the time of the allowance. Rowlatt, J., said : ‘‘ The 
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Discovery 


that additional assessments are made (Section 125, 


word ‘ discover’ does not, in my view, include a mere 
change of opinion on the same facts and figures upon the 
same question of accountancy, being a question of 
opinion. . . . Income tax is an annual tax for the service 
of the year, and when one finds a provision for an addi- 
tional assessment within a period of six years, one is led 
to expect machinery, not for a mere revision, but for 
7 bringing in of something which had been over- 
ooked.”’ 

That case must be compared with Williams v. Grundy’s 
Trustees (1933), 18 T.C. 271, where the additional 
assessments related to War Loan interest in regard to 
which the Inspector allowed a claim to exemption on 
the grounds that the beneficiary was not ordinarily 
resident in the United Kingdom; but a new Inspector 
came along, who took the view that the beneficiary's 
interest was not vested, but contingent. It was con- 
tended that all the facts were before the first Inspector, 
and therefore there was no discovery. It was held, how- 
ever, that the additional assessments were rightly made. 
The Judge attached no importance to the circumstance 
that the Inspector was different ; it would have been 
the same if the old Inspector had, on a re-survey of the 
facts in the light of fuller knowledge, changed his 
opinion. He quoted with approval Rowlatt, J., as set 
out above, pointing out that the old Inspector had 
overlooked something, namely that the interest of the 
beneficiary was contingent. 

These two cases were, of course, decided on their 
individual facts, and it is possible to draw distinctions, 
e.g., in the one, all the facts were considered at the time, 
in the other, one was overlooked, yet it can be seen that 
the degree of difference may be very small. 

In Beynon v. Thorpe (1928), 14 T.C. 12, Rowlatt, J., 
thought, without deciding it, that it does not constitute 
discovery ‘when all that the Inspector has discovered 
is that his superiors think a change of front would be 


’ expedient. And in Dodworth v. Dale (1936), 20 T.C. 285, 


Lawrence, J., stated that in his opinion it is not lawful 
for an additional assessment to be made by reference to 
facts that arise after the year of assessment, 

It is appropriate to add that a decision of Appeal 
Commissioners does not operate as a res judicata ; the 
result of an earlier appeal does not preclude assessments 
in subsequent years, and a decision that there has been 
discovery is one of fact (Patuck v- Lloyd (1944), T.R. 75). 

To sum up, it seems that : 

(a )‘‘ Discovers” has been variously stated in R. v. 
Kensington Income Tax Commissioners (ex parie 
Aramayo) (1913) 6 T.C. 279, to mean “ comes to 
the conclusion ”’ (Bray, J.); “‘ has reason to be- 
lieve ”’ (Avory, J.) ; “‘ satisfies himself ’’ (Lush, J.). 
It does not matter how the Inspector reaches the 
conclusion. 

(b) It is not ‘‘ discovery’’ to arrive at a different 
interpretation of the same facts when these were all 
considered originally, but it is ‘“‘ discovery ’’ when 
some new fact is found, or it is seen that a fact was 
considered wrongly in the light of the circumstances 
known at the time. 

(c) Facts subsequently becoming apparent should not 
be taken into account in considering what the facts 
were at the time. 


(d) A discovery may be of a point of law as well as of 
fact. . 


——E———————— 
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| | Taxation Notes 


Correction 

In the article on ‘‘ The Finance Act, 1944, and E.P.T.,”’ 
on page 223 of the August issue, delete the word “‘ ex- 
cept’’ in the second line of the paragraph headed 
“‘ Increased Standards.”’ 


P.A.Y.E. 

The excitement of the introduction of P.A.Y.E. 
seems to have died down, or is it simply eclipsed by the 
War news ? Whichever it is, it is likely to revive shortly 
from a different angle, as the computations for discharge 
of 1943-44 tax should soon be available. It is going to 
be quite an interesting job calculating the margins still 
due or repayable as a result of the approximate deduc- 
tions made in the last deduction period under the old 


system. 


Obiter Dicta 

“The powers of collecting Income Tax are wide, and 
intended to effect and carry out the imposition of 
Income Tax upon all property which is in this country, 
and whether it belongs to a resident or a non-resident ”’ 
(Whitney v. C.I.R. (1924), 10 T.C. 97). 

‘“‘ The duty of the Court to watch closely and see that 
the Revenue officials do not go beyond their rights or 


.”' (Wilson v. Simpson (1926), 


stretch their powers . . 
10 T.C. 761-2). 

“‘ It is essential in the highest interest of the Revenue 
. . . that these powers should be exercised fairly, care- 
fully, and indeed, almost judicially ’’ (Davies v. Abbott 
(1927), 11 T.C. 586). 


Instalment Repayments 
' Many taxpayers with fixed incomes welcome an 
instalment repayment. Now is a suitable date for 
making a claim on account of 1944-5. In numerous 
instances, quarterly claims are being made. Repayment 
will always be made where sufficient vouchers are 
available to cover the allowances (or part) claimed. 


Joint Right of Residence 

Sometimes a will or settlement confers a right of 
residence in certain property or a right of user of certain 
chattels on two or more persons for their joint lives 
and for the lives of the survivor(s). In such a case, so 
long as the settlor does not share in the right, no Estate 
Duty is charged until the death of the last person 
entitled, when the whole property . This arises 
because of the impossibility of valuing the intermediate 
interests. 

If, however, there is a right to let or sell, Estate Duty 
is payable as on an-ordinary life tenancy. 


Recent Tax Cases . 
By W. B. COWCHER, O.B.E., B.Litt., Barrister-at-Law 


Sur-tax—Covenant to pay fixed sum net “ after deduction 
of income tax at the standard vate’’—Reduction to 20/ 
29ths thereof under Section 25 of Finance Act, 1941— 
Supplemental deed made March 21, 1942, rendering full 
sum payable—Whether variation after passing of 1941 
Act effective. 

In. Siy John Fitzgerald, Bart. v. C.I.R. (K.B.D., 
May 11, 1944, T.R. 163) the provision in the original 
deed was for joint lives with a proviso that settlor could 
revoke in whole or in part after seven years from 
March 30, 1939. The supplemental deed of March 21, 
1942, whereby the full sum under the first deed became 
payable, did not enable the appellant to claim any 
deduction in respect thereof, because the settlor had 
power to revoke within six years, unless he could show 
that the effect of it was to make the original covenant 
to be unaffected by Section 25 of the 1941 Act. He, 
therefore, claimed that the words in the section excepting 
variations should be read as applying to variations made 
at any time after and not only to those made prior to 
the passing of the Act. Macnaghten, J., whilst regarding 
it as a hard case, affirmed the refusal of the Special 
Commissioners. 


Income tax—Penalties—Executor of deceased cattle dealer— 
False returns for income tax, super-tax, and sur-tax 
purposes—False returns of total income in support of 
claims to allowances—Omissions from latter not giving rise 
to larger allowances than those due if veturns of total 
income correct—Whether, in circumstances, penalties 
attaching to false statements of total income leviable— 
Income Tax Act, 1918, Sections 30, 221, Finance Act, 
1920, Sections 17 (1), 19. 

Attorney-General v. Lloyds Bank, Lid. (Lillicrap's . 
Executor) (K.B.D., May 11, 1944, T.R. 165) was a case 


stated by consent in regard to an Information filed against 
the Bank as executor. Under Section 30 of the Income 
Tax Act, 1918, the fraudulent concealment of income 
in a statement of total income carries with it a fixed 
penalty of £20 and treble the tax chargeable in respect 


of all the sources of the offender’s income, and the 


question was whether this grave penalty was incurred 
even where he got no greater deductions than he would 
have had if his returns had been true. Macnaghten, J., 
held that the fact that he got no advantage was imma- 
terial, and entered judgment for the full penalty. 

The chaotic penalty provisions of the Income Tax 
Acts were the subject of unequivocal condemnation in 
the Report of the Codification Committee ; and, without 
expressing any opinion upon the merits of the present 
case, the writer woyld characterise the penalty position 
generally as being unfair and unreasonable. Execu-. 
tors, in particular, since the passing of the Law Reform 
(Miscellaneous Provisions) Act, 1934, are in an un- 
fortunate position. They have no locus standi before 
Commissioners ; and, where power to modify penalties 
is given, it is contended that this power is reserved to 
these bodies and does not extend to the judges in the 
High Court before whom proceedings against executors 
have to be taken. The Board of Inland Revenue, 
under Section 222 of the 1918 Act, have, of course, a wide - 
discretion in regard to penalties. Nevertheless, in the 
writer’s opinion, it is constitutionally objectionable 
that a vast fixed penalty should be legally exigible 
for what may be, in fact, a very trivial offence; and, 
even if the said discretion is actively exercised, this does 
not remove the objection. rie 


Income tax—Annuity “ free of all deductions including 
income tax” paid out of taxed income—Repayment claim 
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by annuitant—A mounts previously repaid transmitted 
trustees—Computation of gross annuity—Whether any 
right of annuitant to a repayment. 

In C.I.R. v. Cook (Court of Session, March 22, 1944, 

T.R. 167) a case came before the Scottish Court which 
will, it is to be hoped, end in the House of Lords and 
so may possibly determine once and for all the question 
what are the rights of the recipient of a tax-free annuity. 
In the present case, the annuitant was entitled under 
the will of her aunt to an annuity of £100, and for 1939- 
40 the trustees gave her a _ certificate i 
£153 16s. 11d. gross less income tax at the 
rate of 7s. £53 16s. 1ld. She claimed repayment of 
£47 11s. 4d., viz., a single person’s allowance of £100 
at 7s., plus two-thirds of the standard rate upon the 
balance. The Revenue contended that the annuity 
was not one which, after deduction of tax at the standard 
rate, amounted to £100 but was an annuity of £100 
plus the tax, if any, to which she was subject. And, 
as the exemption limit was £125, this meant that her 
income was only £100 and, as she had not borne any 
tax, nothing was repayable. The General Commissioners 
decided against the Crown, holding that the annuitant’s 
income was {153 16s. lld.; and their decision was 
affirmed by a unanimous Court. 
. Hitherto, the Revenue practice has varied according 
to the exact wording of the provisions of the will or 
trust deed. Where the decision in In re Jones (1933, 
Ch. 842) was applicable, the beneficiary not only 
received the full gross equivalent of the net annuity but 
retained the tax. Where In ve Pettit (1922, 2 Ch. 765), 
was applicable, an elaborate computation of the gross 
annuity was made having reference to the fact that any 
tax repaid had to be paid over by the annuitant to the 
trustees. In the present case, one of the judges, Lord 
Moncrieff, expressed the view that the Revenue’s 
practice in the latter class of case was “‘ entirely without 
warrant, and should now be reformed.” 

The distinction drawn in Jones and Pettit as regards 
the rights of an annuitant has always seemed to be of 
doubtful validity, especially since the case of C.I.R. v. 
Cull (1939, 22 T.C. 603), where Lord Wright referred to 
“a dividend paid after deduction of tax or tax-free, 
both of which expressions have the same meaning.” 
The present decision complicates the situation in a 
new way by declaring that the income of the annuitant 
was inclusive of a sum which she had no power to enjoy 
and had to hand to her trustees for the benefit of another 
person. ‘The Court did not find it n to explore 
the position of the latter, although the problem there 
was recognised. The Revenue is now directly interested 
in clearing up the present confusion. 


Excess Profits Tax—Income from invesitments—Manu- 
facturing company maintaining research departmeni— 
Inventions made by research workers employed and 


- patented—Said inventions owned by company—Licences 


granted to other companies to manufacture—Whether 
royalties arising from licences to be included in com- 
putation of profits or excluded as ‘“‘ investments '’— 
Finance Act, 1937, Schedule IV, para. 7—Finance 
(No. 2) Act, 1939, Schedule VII, Part I, para. 6. 


In C.I.R. v. Rolls-Royce, Lid. (K.B.D., May 15, 1944, 
T.R. 173), a question of very considerable importance 
was involved. For N.D.C., by Finance Act, 1937, 
income from “‘ investments or other property ”’ is to be 
excluded save in specified cases. For E.P.T., by the 
1939 Act, the ing exclusion is ‘‘ investments ”’ 


corresponding 
only. In C.J.R. v. Rolls-Royce, Lid. (1942, 1 All E.R. 
196), it was held that for N.D.C. the royalties in respect 
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ch apaet he peanty wae Saccme fom. popesty snd it 
was not necessary to decide whether it came within 
“investments ’’ or ‘other property.’”’ The Special 
Commissioners decided as to E.P.T. in favour of the 


. company; but this was reversed b 


} y Macnaghten, J. 
He held “ not without some doubt” that “ invest- 
ments.’ in the context was to be construed as invest- 
ments acquired by the laying out of money. ‘ The 


' respondent company did not purchase the patents. It 


did not acquire them by the laying out of money. It 
acquired them by reason of the fact that its research 
workers had made the inventions. The research 
department having made the inventions, the respondent 
had to pay the fees which were necessary for the purposes 
of obtaining patents.” 

The case will, no doubt, go further; but the present 
writer finds difficulty in appreciating why patents 
acquired through the laying out of money upon a research 
department differ in character from those acquired 
by direct purchase. The fact that other than capital 
expenditure upon such a department will probably have 
been allowed as a deduction for tax purposes would 
seem to be irrelevant, although it would mean that 
res of the cost, ting the tax upon the deduction, 

been borne by the Revenue. A further point 
would seem to be relevant in regard to the cost of patent 
litigation, a matter which sometimes involves enormous 
expense. Would such cost satisfy the judge’s criterion ? 


Excess Profits Tax—‘' Working proprietors ’’—To qualify 
must own more than 5 per cent. of share capital of company 
—Capital of company 35,000 shares—Director-controlled 
with two directors—Resignation of one director—A ppoint- 
ment of another director in his place—Shareholding 
increased to exceed 5 per cent.—Appointment of third 
divector—Sale to him of 1,760 shaves—Whether trans- 
actions caught by Section 35 of Finance Act, 1941. 

In Pinner & Willis, Lid. v. C.I.R. (K.B.D., May 15, 
1944), the Board of Inland Revenue had made a direction 
under Section 35 of Finance Act, 1941, upon the ground 
that the main purpose of the transactions was the 
avoidance or reduction of E.P.T. The Special Com- 
missioners, upon appeal, had decided in favour of the 
Revenue and had been unable to find, either that no 
direction should have been given or that the adjustments 
directed were inappropriate. Macnaghten, J., affirmed 
their decision. 

He said that with regard to the first appointment 
there was undoubtedly some force in the contention 
put forward that it merely restored the position which 
existed when E.P.T. was imposed. But the question 
was one of fact and the Court could neither reverse nor 
alter the Commissioners’ decision. , 

Whilst the main question under Section 35 would 
seem to be unquestionably one of pure fact, the sub- 
sidiary questions are of different character and the 
opinion may be expressed that if the circumstances 
were such that a direction should not have been made 
or the adjustments directed to be made caused manifest 
injustice, the Courts would not hesitate to interfere. 
In this connection, reference may be made to the Court 
of Appeal’s decision in Jenkins Productions, Lid. v. 


‘C.I.R., noted in our issue of May, 1944. 


C.I.R. v. Terence Byron, Lid.— ing to the note 
in our September issue to the effect that the Court of 
Appeal had refused leave to appeal to the Lords, the 
Appeals Committee has since granted leave upon 
petition by the Crown. 
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** The Economist ”’ 

On the nineteenth sitting day, further evidence was 
given by witnesses on behalf of The Economist, the first 
part of whose evidence was summarised in our August 
issue. Professor Goodhart pointed out that the number 
of private companies in England had increased from 
about 17,000 in 1908 to about 134,000 in 1938, and 
Mr. Geoffrey Crowther said: ‘‘I think the private 
company has become a very much more important 
thing relative to all questions of public policy than it 
was, if not perhaps at the last revision of the company 
law, then at the one before that.” 

On the suggestion that if the law regarding disclosure 
in accounts were made more precise that might interfere 
with development in the future, the witness said: 
“I have heard that argument ; I have no doubt it was 
put forward at the time of the original Companies Act, 
and, if it were true, it would mean that there would 
have been no progress in accountancy since that time.” 

Mr. Gedge put this question to Mr. Bird: “‘ I gather 
you are not in favour of a declaration by statute that a 
company with limited liability may do anything that 
an individual may do?” The answer was: “ No. 
There are some things which it could not do if it tried.” 


The British Insurance Association 

The next witnesses gave evidence on behalf of the 
Investment Protection Committee of the British In- 
surance Association. Questioned on the disclosure of 
reserves, Mr. Thomas Trazer admitted that in regard to 
inner reserves they felt in rather a difficult position. 
“You mean,” asked the chairman, “‘ that you would 
not like to disclose your own?” ‘‘ We certainly would 
not,” said the witness, ‘‘ and I think there are very good 
reasons why insurance companies, for example, should 
have these inner reserves.’’ He added that the insurance 
companies® based their estimate of the value of an 
industrial company’s share on its earning power, and he 
doubted if a conservative policy in arriving at profits 
would in the long run react against their interests as 
shareholders. 50 f 

On the question of trustees, Mr. Frazer dealt with 
suggestions that if the present indemnities were taken 
off, or reduced in any way, it might stop responsible 
corporations from taking up the business. This, he 
thought, was an exaggeration, and he added that he 
had heard some responsible trustee corporations say 
that they would be quite happy to do the business with 
indemnity clauses less wide in scope than they frequently 
are at present. 

The Association’s memorandum pointed out that 
there is sometimes a discrepancy between the terms of 
the prospectus and the provisions of the trust deed, and 
it suggested that the trustees should be responsible for 
seeing that the two agreed and that where a di 
existed the terms of the prospectus should prevail. 
Mr. Wilkinson, a member of the Cohen Committee, had 
some figures to give bearing an this. He revealed that 
in investigating new issues the Stock Exchange had a 
run of perhaps twelve to twenty municipal corporation 
prospectuses where the date of redemption in the trust 
deed was six months different from the date in the 
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Company Law Amendment Committee 


Summary of Minutes of Evidence—X 


Our summary this month deals with the written and oral evidence submitted to the Company 
Law Amendment Committee on its twentieth, twenty-first and twenty-second sitting days. 
the complete Minutes of Evidence as they are 
published ” HLM. wee Office. 


‘auditor can compel the directors either not to make a 
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Mr. F. R. M. De Paula 
The next witness, Mr. F. R. M. de Paula, O.B.E., 


accounts lies in the practical interpretation by directors 
and auditors of the formula “ a true and correct view of 
the state of the company’s affairs.’”” A common inter- 
pretation, he suggested, was that this meant that the 
intrinsic position of a company must not be less favour- 
able than that disclosed by the balance sheet, but that 
it can properly be more favourable without its being 
necessary in bona fide cases for either the directors or 
the auditors to bring this fact to the notice of the share- 
holders. In evidence, he cited the case of a very big 
industrial company, with land, buildings, plant and 
machinery shown in the balance sheet at /1, and a clean 
audit report. ‘‘ I want something,” he said, ‘“‘ to make it 
clear that the auditor has to satisfy himself that it is 
not merely a partial view of the position but a ‘ fair’ 
view of the position.” 

Mr. de Paula was firm on the need for consolidated 
accounts, and when Mr. Russell Kettle said that if had 
been argued that these miight be misleading in the case 
of a company which was obviously insolvent, and that 
competitors could extract information about a sub- 
sidiary if there were only one such company, he retorted : 
‘* I do not feel my heart strings wtung by that argument, 
I must say.”” He thought that the shareholders should 
be entitled to ask questions of the auditor. ‘‘ My ex- 
perience,” he said, ‘‘ is that they ask a question and the 
chairman whispers to the auditor and the chairman 
gives the answer. I am suggesting that as the auditor 
is the agent of the shareholders and acts for them and 
for them only, shareholders should, once a year at any 
rate, have the opportunity of asking the auditors 
questions. ” He admitted that in some cases this might 
be im a burden on the auditors. 

One of de Paula’s recommendations was that 
accounts should be drawn up “in accordance with the 
accepted accounting principles consistently main- 
tained,” and he agreed with Mr. Hill Watson’s suggestion 
that it should be put down in black and white that the 


change in method or to disclose the change if it is made. 


Federation of British Industries 
On the twentieth sitting day the witnesses were 
Mr. S. E. Cash, Mr. C. B. L. Tennyson, and Mr. D. L. 
Walker, representing the Federation of British Industries. 
Noting that the Federation’s memorandum declared 


information to ‘their shareholders than the average 
accounts contain at present, might not the shareholders 
be in a better position to assess the interests of the 
company and judge the actions of the board?.’’ Mr. 
Walker said that what the Federation had in mind was 
not so much the information that could be derived from 


of giving information to competitors might not be exag- 
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gerated, at any rate so far as companies who do not 


trade abroad were concerned, Mr. Walker argued that © 


it was impossible to differentiate between companies 
whose competitors were at home, and. oumngeaaee whose 
competitors were abroad. 

Asked for his view on the suggestion that experts 
should be liable to subscribers for any untrue statements 
they may negligently make in a prospectus, Mr. Cash 
objected on the ground that the experts would face the 
risk of a multiplicity of proceedings. 

On the question of private companies, the chairman 
expressed surprise at the Federation’s declaration that 
‘if it is required to hand a copy of its accounts to all 
its members, in practice also the accounts will cease to 
be private,’’ pointing out that, with one exception, every 
witness had agreed that all members should be entitled. 
to a copy of the accounts free of charge. When Mr. 
Tennyson argued that some members might leave the 
accounts lying about, so that they would be seen by 
other people, Mr. Justice Cohen asked: ‘‘Do you 
think your trade rivals would put spies into the house 
to see the accounts ?’”’ Mr. Cash’s retort was that “ if 
you send out confidential information in documents 
marked ‘ Private and Confidential,’ an extraordinary 
amount of leakage takes place.”” Examining the Feder- 
ation’s contention that a private company accepts 
considerable restrictions—for example, the restrictions 
on the right to transfer its shares and the number of 
its members, and the prohibition of any invitation to 
the public to subscribe—the chairman thought that 
private companies welcomed those restrictions, and 
that they would insert these provisions even if they 
were not obliged to do so. On. réflection, Mr. Cash 
admitted that the passage was “rather unhappily 
worded.” 

Sir Edward Hodgson asked if there were not good 
reasons why such companies as some of the larger 


colliery companies, some of the worsted and woollen | 


companies, and some of the transport companies, which 
are private companies, should be obliged to publish the 
same accounts as their competitors. Mr. Cash did not 
think so, and reiterated his negative when the questions 
of public interest and the interests of employees were 
put to him. On the suggestion that directors or principal 
shareholders in a public company should be prohibited 
from taking a floating security over the assets of their 
company, the witness said that it was better to leave 
things as they were, because “‘ if you make a restriction 
at all, you are going to hit a great number of perfectly 
pee and honest transactions in order to catch a few 


Asked whether he favoured a shareholder being en- 
titled to appoint as proxy a person who is not a member 
of the company, say his accountant or his solicitor, Mr. 
Cash, who is a solicitor, said : ‘‘ Some of the members 
of my profession are rather troublesome when they 
attend meetings.”” This drew the question from Mr. 
Fforde : ‘‘ You did not mean to exclude all other pro- 
fessions ?’’ The answer was: “ No, I did not, by any 
means.- I might have added the same about accoun- 
tan "eg 


Joint Committee of Councils of Chartered 
Accountants of Scotland 


The first witnesses on the twenty-first day were 
Professor William.Annan and Sir David Allan Hay, 
representing the Joint Committee of Councils of Char- 
tered Accountants of Scotland. One suggestion made 
in that body’s memorandum was that balance sheets 
or directors’ reports should contain a statement that 
all Imperial taxation has been provided for on all profits 
to the date of the balance sheet, or, if this is not the 
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case,-a statement to what extent provision has been 
made. Sir David Hay argued that if the accounts 
merely say “ profits after providing for Government 
taxation,” shareholders may be misled. On the question 
of whether an outsider should be entitled to attend 
company meetings, Sir David said that he had seen a 
great deal of trouble arise in cases where an outsider 
was allowed to bea proxy. “ Very often, unfortunately,”’ 
he said, ‘‘ such a proxy is a sort of agitator, and before 
you know where you are, legal proceedings are com- 
menced, and very often there is very little in it.” 

After Sir David had said that an auditor ought to 
stand up to his certificate and accept liability to anyone 
who had a right in a Court of law, he agreed that auditors 
would give up business if they were open to perhaps 300 
actions from different people on the same grounds, and 
he said that the position would be intolerable unless 
there were some safeguard to see that not more than 
one action was brought on one certificate. 

One question put by Mr. Kettle was: “ You do not 
dissent from the general observation of the Institute of 
Chartered Accountants that a profit and loss account 
should give a fair indication of the trading profits, and 
show in what material respects there are abnormal 
items, or in what way the principles of the compilation 
of the account have been varied. How can you key up 


that principle with the non-disclosure of reserves and © 


provisions?” Professor Annan’s reply was that if 
some means could be adopted of stabilising the figures 
with fairness and reasonableness, he would be agreeable 
to it,, but, he added, “ I do not think you can lay down 
anything in an Act of Parliament about that.”” Asked 
if he would sign the Institute’s revised form of auditor's 
certificate, using the word “fair,” if secret reserves 
were still permitted, the witness said: “It depends 
upon what you call a fair balance sheet. If fair means 
reasonable, then I would sign. I think one ought to 
consider what is in the interest of the shareholders— 
I am not thinking so much of the investors—in the 
preparation of the accounts.” 


Council of Associated Stock Exchanges 


The next witness was Mr. A. A. Fisk, who gave evi- 
dence on behalf of the Council of Associated Stock 
Exchanges. In reply to the chairman, he admitted that 
there was no arrangement under which, if permission 
to deal were refused by one of the Associated Stock 
Exchanges, it would inform the’ other stock exchanges 
and the London Stock Excharige of the action it had 
taken, and he agreed that the Associated Stock Ex- 
changes did not receive information from the London 
Stock Exchange in cases in which London refused per- 
mission to deal. 

One recommendation submitted by the council was 
that expressions such as “ permission to deal applied 
for,’ should not be allowed in prospectuses unless the 
stock exchanges on which it is proposed that the shares 
should be dealt in have given provisional approval. 
Mr. Fisk admitted that probably 99} per cent. of new 
flotations took place in London, which was therefore 
far more intimately acquainted with the difficulties of 
obtaining information on which to give a proper decision. 
He did not contest that information on which the Stock 
Exchange Committee in London acts is very often not 
received until after, and as a result of, the publication 
of the prospectus. In reply to Mr. Wilkinson, he agreed 
that where application was to the local exchange only, 
the company would be a local proposition of which the 
exchange would have considerable first-hand know- 
ledge. He admitted, further, that London has to deal 
with propositions from all over the country, and from 
all over the world, about which first-hand knowledge is 
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very rarely obtainable. He did not dispute that London’s 
prior approval might sometimes have to be reversed as 
a result of the information which came in on the publi- 
cation of the prospectus, and added: ‘‘I quite agree 
that, if the Stock Exchange Committee had to reverse 
a provisional consent, it would be very unfortunate 
indeed.” - 


Chartered Surveyors’ Institution 

What a member of the Committee described as 
‘intensely interesting evidence on an absolutely vital 
point ’’ was offered on the twenty-second day by Mr. 
A. G. Hatfield, Mr. C. G. Eve and Mr. W.:E. A. Bull, 
representing the Chartered Surveyors’ Institution. This 

body takes the view that a valuation for the purpose of a 

s must necessarily include an element of good- 
will, but that in order that the investor should not be 
under any false impression it should also embrace an 
estimate of the value for purposes other than the pros- 
pectus. Mr. Eve emphasised that the gap between the 
value as a “ going concern ”’ and’sale for other purposes 
might be enormous, or there might not be a gap at all. 
He thought the public should know whether, if the 
company failed, the real estate assets would have a 
large or small value. He did not mind the valuer having 
to make this alternative lower valuation of the fixed 
plant and machinery as well, but he pointed out the 
difficulty of determining which plant and machinery 
was more or less realty and which was more of a chattel 
nature. 

In commenting on the recommendation that the 
valuer and his valuation should be entirely independent 
of the promoters the witness pointed out that the degree 
of independence would not be so material if the Com- 
mittee decided that there should be civil liability on 
the part of the valuer to the subscribers. The im- 
position of such a liability was, he thought, the only 
cure against over-valuation. Elucidating the suggestion 
that in submitting his report and valuation—to: the 
Board of Trade, which it is recommended should appoint 
him—the valuer should call attention to any abnormal 
factors, Mr. Eve instanced the cases of an empty 
artificial silk mill which was terribly deficient of water 
and a property of which a railway company could pull 
down one-fourth at one month’s notice if it wanted to 
widen its track. He stressed that it should not be enough 
to take the factor into account in making the valuation 
but that attention should be called to the factor itself. 

Disputing the suggestion that there is a close parallel 
between the auditor and the valuer, Mr. Hatfield said : 
‘* There is a limit to what the accountant can do with 
figures, but there is very little limit to what a valuer 
can do with a valuation.” 

It was put to Mr. Eve that the alternative valuation 
on a forced realisation might be very misleading, because 
it would relate to the position at the date of the pros- 
pectus, whereas nobody, even an experienced valuer, 
could hazard any reliable opinion what the realisable 
value of those assets might be when the company fell 
upon evil times. The witness agreed that it might give a 
subscriber a false impression of security. One question 
asked was: ‘‘ Would you put it as high as this, that a 
promoter can generally get whatever valuation he 
wants for his prospectus?’ Mr. Eve’s reply was: 
‘“‘I should like to circumscribe it a little, but, within 
limits, yes.” 


Dr. E. J. Cohn and Dr. E. Wolff 
The day’s proceedings concluded with evidence from 
Dr. E. J. Cohn and Dr. E. Wolff, who were questioned 
by members of the Committee upon company practice 
under Continental law. Discussing the Continental 
requirement that a company must have a minimum 
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id-up capital, Dr. Cohn thought that the existing 
lish law could be criticised because “‘ all you have 
behind the name ‘company’ and behind the legal 
character of a personality is an agreement put on paper 
and {2 paid up.” Asked how the arrangement of a 
minimum capital helped to protect creditors against 
fraudulent directors, the witness said: “ Against very 
clever fraudulent directors there is never any absolute 
protection, but you can by certain provisions make 
fraud more expensive and, therefore, less attractive, 
and consequently you can to a certain extent abolish the 
number of frauds which happen.” 


A COMPANY LAW CENTENARY 


On September 5, 1844, the Royal Assent was given 
to ‘“‘an Act for the Registration, Incorporation, and 
Regulation of Joint Stock Companies.’’ This first Com- 
panies Act differed widely from the present company 
law, but it embodied the principle of protecting the 
investor by means of publicity, and it will be of special. 


interest to our readers that it required the directors to ~ 


cause a “‘ full and fair balance sheet ’’ to be made up 
and produced at each ordinary general meeting of the 
company. One or more auditors were to be appointed 
annually at a general meeting, or in default, on the 
application of any shareholder, by the Committee of 
Privy Council for Trade. The auditors were empowered 
to inspect the books of the company throughout the 
year. Within fourteen days of receiving from the 
directors the “ half-yearly or other periodical accounts ”’ 
and the balance sheet, they must either confirm them and 
“‘ report generally ”’ thereon, or, if they did not confirm 
the accounts, “‘ report specially.”” The balance sheet 
and auditors’ report were required to be sent to every 
shareholder at least ten days before each ordinary 
meeting, and must also be filed, with other documents, 
with the Registrar of Joint Stock Companies, whose 
office was established under the Act. 

Limited liability was expressly withheld by the 


_ provision that every shareholder was to be liable for 


debts of the company as he would have been if the 
company had not been incorporated. Further, the 
private company, established by the 1907 Act, was then 
unknown and indeed not contemplated ; and the contents 
of the balance sheet were apparently at the discretion 
of the directors—a position which subsisted until the 
1929 Act. . 


; 


INDEX AND BINDING 

_ The Index to Volume LV of ACCOUNTANCY, ~ 
which is concluded with this issue, will be ready 
shortly. As in previous years, in view of the 
continued need to economise in the use of paper, 
the index will be sent only to those readers who 
ask for it. It will be of great assistance if readers 
who have previously applied for indexes will be 
good enough to write again in respect of this 
year’s issue. t 

Orders for binding, with copies of the twelve 
issues (October, 1943, to September, 1944), 
should be sent direct to T. Whittingham & Co., 
Ltd., Pixmore Avenue, Letchworth, Herts., who 
will bind subscribers’ copies at a charge of 
11s. 6d., or will supply a binding case at 4s. 0d., 
post free. The binding case will be in blue cloth 
with gilt lettering, in the same style as in former 
years. For readers taking advantage of these 
arrangements, the title page and index will be 
included. Others may obtain a copy from the 
Editor of ACCOUNTANCY at Incorporated 
Accountants’ Hall. 
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Cheaper Shares 

After quite a sharp fall in prices which lasted for five 
weeks up till the middle of tember, there has been 
some measure of recovery in industrial ordinary shares. 
This has not been due to any lessened feeling of uncer- 
tainty about the immediate post-war prospect, which 
was commented on here last month, but simply to the 
fact that the previous decline had reduced prices to 
levels at which they seemed “cheap” by ordinary 
market standards. The fall in prices had, in fact, been 
mainly set in motion by selling on the part of pro- 
fessionals, rather than the public at large, and the 
securities affected included not only the very low- 
yielding ‘“‘ post-war ”’ shares, but also shares in industries 
which are expected to do equally well in peace as in war. 
The re-emergence of yields of 44 per cent. to 5 per cent. 
on the most stable of industrial equities not unnaturally 
provided the signal for repurchases at the lower levels. 
The mere fact that prices are lower, however, is not a 
very convincing reason for protracted recovery, and it 
remains to be seen whether the rally in progress at the 
time of writing will prove to be a lasting reversal of 
trend. The European bond market after’ its substantial 
rises has also shown itself a vulnerable section. In 
this case the imposition of reparations on Rumania 
has revived the anxiety about how pre-war debts will 
stand in relation to obligations incurred as a result 
of the war. 


Municipal Conversions a eee 

The news that local authority borrowing is to be 
centralised after the war through the Local Loans 
Fund has been quickly followed by the announcement 
of a fresh series of municipal conversion operations 
on uniform terms. Chesterfield, Leicester, Plymouth, 
Poole and Grimsby all have high interest bearing stocks 
which become optionally redeemable next year, and they 
are being permitted to effect a partial conversion into 
new 3 per cent. 1964-69 issues at 99. These arrange- 
ments reproduce most of the features which distinguished 
the other bulk conversions earlier in the war. Where 
possible the authorities are required to use their avail- 
able funds at least for part repayment of the,maturing 
stocks, and the Treasury is again, in effect, under- 
writing the issues. The conversions which have already 
been announced are clearly the forerunners of a con- 
siderable series. A large number of municipalities 
have high interest bearing stocks which are optionally 
redeemable next year, and there can be little doubt 
that they will all wish to take advantage of the cheaper 
money now obtainable. Where the present series differs 
so significantly from the earlier conversions is in the 
terms of issue. The terms on previous occasions have 
normally been standardised at 34 per cent. 1960-70 at 
par, but in the latest instance the terms are very con- 
siderably more favourable to the borrowers. This 
process of cheaper borrowing has, of course, been 
paralleled in Government issues, but the trend of the 
long-term rate of interest, which for some time has been 
at best stationary, suggests that the cheapening of 
borrowing rates may be proceeding a little too rapidly. 
This view finds some confirmation in the results of the 
recent Sheffield conversion. In this case the corporation 
issued 3 per cent. 1967-69 stock at 99, and only 52 per 
cent. of the amount was taken up by holders of the 
maturing loan, leaving the remainder to be absorbed by 
the authorities. In view of this result it has caused some 
surprise that the new series should be conducted on 
substantially the same terms. . 
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Government and Corporation Issues 

At the issue price of 99 the redemption yield on stocks 
in the new series 6f municipal conversions will be 
£3 1s. 2s., whereas Funding 3 per cent. 1959-69 and 
Savings 3 per cent. 1960-70, the nearest comparable 
issues in the British Government list, yield £2 19s. 7d. 
and £3 Os. 5d. respectively. It would not be suggested 
that the yield margin should be any wider on account 
of any difference in credit standing between local 
authorities and the central Government. The dis- 
tinction between: the two has narrowed so much as to be 
imperceptible, and the proposal to centralise local 
borrowing after the war suggests that the remaining 
corporation stocks should ultimately be assimilated to 
gilt-edged standing. What does, however, support the 
argument for a wider yield margin is the difference in 
marketability. While the total issue of Funding 
3 per cent. stock amounts to {370.3 million, the new 
Chesterfield issue, for instance, will be only £300,000. 


- This means that any depressing factor which lowered 


the price of Funding 3 per cent. would probably at the 
game time render the Chesterfield stock temporarily 
unmarketable. The difference between the two of 9d. 
in net yield after income tax hardly appears to be 
adequate to-allow for the factor of marketability. It 
remains to be seen whether the other municipal con- 
versions pending will be on the same terms, but in the 
case of the largest one—L.C.C. 44 per cent. 1945-85, of 
which there is {28.6 million outstanding—it is suggested 
that even more favourable terms for the borrower 
might be under contemplation. The question of 
marketability does not, of course, arise in the case of an 
issue of this size, but in order to make issues even on the 
terms already announced attractive to the investor it is 
felt that a further rise in gilt-edged prices may be 
required. 
Unit Trust Council 

Three of the principal groups in the unit trust world 
have gone a step further than the Board of Trade 
regulations, governing the conduct of unit trusts, which 
came into force at the beginning of August. A Unit 
Trust Control Council has been Pn et cy member- 
ship is open to all groups which’ un e to abide by 
its constitution. In addition there, is an independent 
Comptroller (Mr. E. D. Basden, F.C.A.) and a Referee 
(Mr. J. C. Burleigh, C.A.). The function of the former 
will be to investigate complaints by unit holders and to 
exercise powers of supervision over trusts, while the 
function of the Referee will be to deal with appeals 
from the Comptroller’s decision. The purpose of the 
new arrangements is to supplement the requirements 
of the Board of Trade regulations, and in general to 
establish a uniform and high code of conduct over the 
movement. Among the omissions of the Board of Trade 
regulations which are being dealt with is the matter of re- 
purchase prices. Members of the Council will quote 
“bid” prices for their units according to the same 
standards as have been enforced in the case of “ offered ”’ 
prices. In addition preliminary charges will be reduced 
as the age of the trust lengthens. This reinforcement of 
the movement’s code will be welcomed by the unit 


' holder, and it is clear that there is no restrictive intention 


in the arrangements. It remains to be seen, however, 
what support the Council will gain from the other main 
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Blackburn Aircraft 

In the earlier days of the war many companies which 
had been in the habit of disclosing the amount of their 
tax provisions changed over, whether for reasons of 
national security or not, to the practice of divulging 
their trading profit only after deducting an undisclosed 
sum for taxation. Down to last year a notable excep- 
tion—notable because the company is engaged in an 
industry where considerations of security might have 
been tacitly recognised as dictating a different policy— 
had been provided by Blackburn Aircraft. Now, just 
when the principle that tax provisions should be dis- 
closed has begun to find wider acceptance, the company 
has joined the ranks of the obscurantists. In 1939-40 
the company had a bumper net profit of £105,144, 
struck after providing £85,000 for taxation. Thereafter 
the charge under this head took increasing toll, rising 
progressively to £166,000 for 1942-43, when the net 
surplus was £98,186. For the year to March 31 last 
there is a corresponding net profit of £103,013, deter- 
mined after making undisclosed provision for taxation 
and deducting directors’ fees of £1,500 and depreciation 
of £51,061. The gross trading experience is thus left a 
matter for conjecture. The accumulated tax provision 
is included with creditors and accrued charges, appearing 
at £1,532,982. Neither in the balance-sheet narrative 
nor in the profit and loss account is any clue given as 
to the basis on which the tax provision has been 
computed. 


Vactric 
The directors of Vactric have made a real effort to 
assist shareholders by presenting a consolidated profit 
and loss account and a consolidated balance-sheet. 
This departure loses some of its immediate value, how- 
ever, because comparative figures for the previous year 
are omitted, though in the accounts of the parent 
company itself the 1942-43 figures are presented in a 


parallel column in a different coloured ink. In both 


bdlance sheets there is shown a figure for ‘“ working 
capital,’’ found by aggregating stock and work, debtors, 
tax reserve certificates, British Government securities 
and cash and deducting creditors and provisions, current 
and deferred taxation and preference dividends. On 
the other side is an item described as “ undistributed 
profits after appropriations,”’ but in each case this is the 
balance before deducting the £11,250 net needed for 
the final dividend of 15 per cent. upon the parent 
company’s ordinary capital. The description applied to 
this entry is the more misleading in view of the 
taken to arrive at a figure for net “‘ working capi 
The “ undistributed profits after appropriations ”’ ould 
be shown after deducting the final dividend require- 
ments, the amount of which should be allowed for 
in stating the working capital position. There may not 
be unanimity that final dividend requirements should 
be provided for in the accounts, though this principle 
is now finding readier acceptance. But where the 
carry-forward is described as ‘‘ after appropriations”’ it is 
the natural assumption that such provision has in fact 
been made. There is a case, too, for showing the 
reserves for contingencies separately from general 
creditor balances, and certainly the provision for 
deferred taxation should be segregated from that for 
current taxation. 
Wardle & Davenport 

Wardle & Davenport, which has habitually deducted 
its ordinary dividend payments at their net amount, 
has now accepted the logic of treating its preference 
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Points from Published Accounts 


dividends, hitherto deducted at their gross amount, 
on the same basis. It has adopted an ingenious method 
of initiating the new system while preserving the 
validity of the official comparison with the previous year 
provided in the profit and loss account. The profit for 
1943-44 is shown at £29,101, against £29,152. Then 
the tax on preference dividend is deducted, leaving a 
net surplus of £27,451. This is still compared with the 
profit of £29,152 for 1942-43, but a plain intimation is 
given that from the latter amount preference dividend 
of £3,300 gross fell to be deducted, instead of £1,650 net 
this time. This way of doing things ought to make 
matters plain to all those shareholders who are capable 
of grasping a rather elusive conception. And the 
directors have endeavoured to make things easier still 
by offering an explanation in their report. A deficiency 
of the accounts is that no consolidated balance-sheet is 
presented, although interests in subsidiaries account 
for £276,546 of an assets total of £688,016. A minor 
blemish is that tax reserve certificates are included with 
cash balances in an omnibus figure of £47,194. In 
addition there are investments brought in at cost of 
£152,626, and these are stated to have a market value 
of £169,149. 


FARMERS’ INCOME TAX 


A letter in The Times of September 11, 1944, 
draws attention to an anomaly arising out of the 
War Damage Act, 1943.. By that Act all premiums 
under Parts I and II are capital for all purposes and, 
therefore, the premium paid for the insurance of 
agricultural products under Part II is not an allow- 
able expense for income tax. The farmer who has 
written to The Times had the misfortune to lose 
certain crops, for which the War Damage Com- 
mission made him a payment in respect of the total 
loss which arose through enemy action. This recovery 
being in respect of revenue items had to be kept in 
credit in the profit and loss account for income tax 
ae agg The correspondent in question says he 

ows of no case where in fixing a trader’s profit for 
income tax: purposes, premiums for insurance of 
stock-in-trade are not allowed as items of expenditure 
if the policy monies received under the policies are 
to be charged as items of receipts. This seems to be 
a fair statement of the position and is, of course, the 
case where war risks insurance is concerned. The 
anomaly arises through the crops being insured under 
Part II of the War Damage Act instead of under the 
War Risks Insurance Act, and we agree that this 
anomalous position is one which ought to be rectified. 


WAR DAMAGE 
. | Premium Under the. Business Scheme 

The Board of Trade announce that all policies under 
the business scheme which are in force on September 30, 
1944, will be extended until December 31, 1944, without 
further payment of premium or further action on the 
part of the policy holders. 

For additional insurance under the business scheme 
as well as for new insurance under the scheme, the rate 
of premium has been reduced to 1s. 8d. per cent. for the 
three months Octobér 1 to December 31, 1944, with a 
minimum, premium of 5s. 
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i Legal 


INSOLVENCY 
Bankruptcy—Petition—Inability to pay debts due to war 
J after outbreak of war—Conditions of stay of 

oceeding. 
aa Section 1 (5) of the Courts (Emergency Powers) 
‘Act, 1943, where a bankruptcy petition has been pre- 
sented against any debtor and the debtor proves to the 
satisfaction of the Court. having jurisdiction in the 
bankruptcy that his inability to pay his debts is due to 
circumstances directly or indirectly attributable to the 
war, the Court may at any time stay the proceedings 
under the petition for such time and subject to such 
conditions as the Court thinks fit. In In ve Debtors, 
No. 2 and No. 3 of 1944 (1944, W.N. 191), the debtors 
were husband and wife. In 1942 the husband formed 
three companies, W., Ltd., W.M., Ltd., and S., Ltd., 
to acquire and operate certain assets. Both debtors 
were directors of all three companies. The petitioning 
creditors lent £10,480, which was secured by a deben- 
ture of W., Ltd., and by monthly bills given by W.M., 
Ltd., and guaranteed by the debtors. On some of those 
bills W.M., Ltd., defaulted and the petitioning creditors 
brought four actions, two against W., Ltd., and the 
debtors, two inst W.M., Ltd., and the debtors. On 
February 3, 1944, they obtained judgment in two of 
the actions, and on February 14, 1944, two bankruptcy 
notices were served, one on the husband, the other on 
the wife. On February 22, 1944, the petitioning creditors 
obtained judgment in the two remaining actions. The 
debtors did not comply with the bankruptcy notices. 
On March 10, 1944, a bankruptcy petition was filed 
against each of them. On March 18, 1944, the wife, 
and on March 28, 1944, the husband, gave notice of 


The Emergency 


In our November, 1939, issue we published the first 
instalment of a comprehensive guide to the wartime enact- 
ments and Orders which most concern the accountant. The 
jifty-third instalment is given below. The summaries are 
not intended to be exhaustive, but only to give the main 
content of an Act or Order, the full text of which should be 
consulted if details are required. 


ORDERS 
FINANCE. 


No. 1001. Blocked Accounts (Authorised Investments) 
Order, 1944. 

A revised list is given of securities in which sums 
standing to the credit of a blocked account may be 
invested. 

(See Accountancy, April, 1944, page 143.) 


INCOME TAX. 


No. 1015. 7 agi Tax (Employments) (No. 2) Regula- 
tions, 

Where it is impracticable to deduct tax ra reference 
to the pay-as-you-earn tables, the Inspector may 
issue a tax deduction card to the employee, who is 
required to enter the amounts of any emoluments he 
receives and of the cumulative tax. The employee is 
then to pay the tax to the Collector within fourteen 
days after the end of every quarter. 

(See Accountancy, April, 1944, page 143.) 
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intention to a for a stay of proceedings under 
Section 1 (5). April 21, 1944, the registrar made an 
order in each case staying the proceedings so long as 
the debtors should pay to the petjtioning creditors the 
amount of their debt by four equal monthly instalments 
beginning May 21, 1944. The petitioning creditors 
appealed. 

The Divisional Court dismissed the appeal, but varied 
the conditions on which the stay had been granted. It 
was argued that, as the material transactions occurred, 
and the obligations were entered into, in 1942, subse- 
quent events which defeated the debtors’ expectations 
should be treated as arising from the inevitable risks of 
war and should have been present to the debtors’ minds, 
and that therefore they could not invoke the protection 
of the Act. The Court rejected that argument. There 
was no ground for saying that the section did not apply 
to obligations incurred during the war. The Court 
ought not to disturb the i ’s finding that the 

- debtors had established that their inability to pay was 
due to the war. But the conditions on which the regis- 
trar had granted the stay could not be sustained, as 
they would amount to a preference of the petitioning 
creditors over the other creditors. A special account 
ought to be opened in the name of a responsible person, 
such as the petitioning creditors’ solicitor, into which 
the debtors should pay a sum of {X per month and also 
any moneys they might receive from realisation of any 
of their assets. How the balance to the credit of that 
account should be applied, the registrar would decide 
when an application came before him to remove the 
stay, whether the application was for a receiving order 
or to dismiss the petition. 


Acts and Orders 


PRICES OF GOODS AND SERVICES 
No. 689. Linoleum and Floorcloth (Maximum Prices and 

Charges) (No. 2) Order, 1944. 

Amendments are made in the maximum charges for 
laying linoleum and floorcloth, and in the maximum 
prices of substitute linoleum. 

No. 720.. Wireless Receiving Sets (Control of Supply) 
Order, 1944. 
Maximum prices are prescribed for ‘“ war-time 
civilian receivers.” Restrictions are placed upon their 
supply on renting, hire-purchase, and similar agreements. 
No. 778. Pencils (Control of Manufacture and. Supply) 
(No. 2) Order, 1944. 

No. 779. Pencils (Manufacturers’ Maximum Prices) 
(No. 2) Directions, 1944. 

No. 783. Pencils (Maximum Prices) Order, 1944. 

Manufacturers of pencils must supply an invoice 
containing specified particulars in respect of every sale. 
Maximum manufacturers’, wholesalers’ and retailers’ 
prices are prescribed for each of the five war-time types 
of pencils. 

(See AccouNTANCY, July, 1944, page 210.) 


PURCHASE TAX. 
No. 837. Purchase Tax Regulations, 1944. 

The declaration to be made under Section 10 (2) of 
the Finance Act, 1944, that goods are imported for a 
registered wholesale merchant or manufacturer as stock 
or materials, is to be in the form required by the Com- 
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missioners of Customs and Excise, and signed by the 
registered person or his authorised agent. 


(See AccOUNTANCY, June, 1944, page 177.) 


REINSTATEMENT IN CIVIL EMPLOYMENT. 


No. 879. Reinstatement in Civil Employment Act, 1944 
(Commencement) Order, 1944. 

No. 880. Reinstatement in Civil Employment (Pro- 
cedure) Regulations, 1944. 

No. 902. Reinstatement in Civil Employment (Exemption 
from Restriction) Order, 1944. 

The Reinstatement in Civil Employment Act came 
into. operation on August 1, 1944. No. 880 contains 
forms for applications and notices of appeal, and 
regulates procedure of reinstatement committees and 
of the umpire. 
ployer is required by the Act to take a person into his 
employment, the restrictions imposed by the Orders 
regulating essential work and the engagement of women 
shall not apply. 

(See AccounTANCY, May, 1944, page 163.) 


TRADING WITH THE ENEMY. 


No. 914. Trading with the Enemy (Custodian) (Amend- 
ment) Order, 1944. 

Where money payable to the Custodian of Enemy 
Property would be payable in a foreign currency (not 
being enemy currency) which is immediately available, 
the payment is to be made either in the foreign currency 
or in sterling converted at the official buying rate of 
exchange fixed by the Bank of England. 

No. 915. Trading with the Enemy (Foreign Currency 
Accounts) Order, 1944. 

The rights of certain classes of enemies in foreign 
currency balances standing in the books of any banker 
in the United Kingdom are vested in the custodian. 


No. 902 provides that where an em- 


October, 1944 


No. 1028. Trading with the Enemy (Specified Persons) 
(Amendment) (No. 11) Order, 1944. 
Further amendments are made in the list of persons 
with whom dealings are prohibited. 
(See Accountancy, September, 1944, page 252.) 


WAR DAMAGE. 
No. 816. War Damage (Notification and Claims) 
Regulations, 1944. 
No. 817/S.42. War Damage (Notification and Claims) 
(Scotland) Regulations, 1944. 

Notification of damage must be made within thirty 
days on a form to be supplied by the Commission. 
Claims for payments must also be made within pre- 
scribed time limits and on the official forms. The 1941 
Regulations are superseded. 


No. 818. War Damage (General) Regulations, 1944. 

Rules are laid down for the valuation of hereditaments 
of a kind not normally sold in the open market. Im- 
mediate value payments may be made to meet the 
building requirements of persons engaged in work of 
national importance. Payments due to non-residents 
are subject to the provisions of the Defence (Finance) 
Regulations and the Trading with the Enemy Act. 
Articles which become available as materials are to be 
valued at their market price as materials. 


(See Accountancy, September, 1944, page 252.) 


WAR RISKS INSURANCE. 
No. 971. War Risks (Commodity Insurance) (No. 3) 
Order, 19440 
The premium for commiodity insurance policies for 
the three months commencing September 3, 1944, is 
to be at the rate of 5s. per cent. 
(See AccounTANcy, July, 1944, page 310.) 


Society of Incorporated Accountants 


EXAMINATIONS 


Completed applications for the December examinations 
of the Society must reach the Secretary not later than 
Monday, October 23, 1944. The examinations will be held 
on December 20, 21 and 22, 1944, at Taunton, ae ois 
Leeds, Glasgow, Dublin and’ Belfast. 


DISTRICT SOCIETIES 
LONDON 


The annual general meeting of the London District Society, 
which has been unavoidably delayed, will be held at The 
Law Society’s Hall, Chancery Lane, W.C.2 (by kind per- 
mission of the President of the Law Society), on Thursday, 
October 19, 1944, at 12 noon. The chairman, Mr. J. Scott 
Moore, will preside. 

To economise in paper and postage it has been decided not 
to send an individual notice of the meeting to each member. 
Members, are asked to take this announcement as notice of 
the meeting. 

The accounts for the year ended March 31, 1944, are 
available for inspection by any member of the District 
Society at 7 and 8, Norfolk Street, London, W.C.2. 


MANCHESTER 
At a meeting of the Committee of the Manchester District 
Society on July 21, the following officers were elected :— 
President, Mr. Frank Harrop; Vice-President, Mr. J. D. 
Hamer; Honorary Treasurer, Mr. G. W. Street. 
Appreciation was expressed of the services rendered by 


Mr. Alfred Southern as President during six onerous years. 


PERSONAL NOTES 


Mr. D. A. Newby, Incorporated Accountant, Alexandria 
and Cairo, is a member of the Advisory Council of His 
Excellency the British Ambassador to Egypt, and of the 
British Chamber of Commerce in Egypt. 


Mr. F. A. Webber, O.B.E., J.P., who for many years has 
been the Honorary Secretary of the West of England District 
Society of Incorporated Accountants, has been elected an 
Alderman of the City of Bristol, of which he was previously 
a Councillor. 


Mr. William Appleyard, A.S.A.A., who until recently was 
Deputy City Treasurer of Plymouth, has been appointed 
Borough Treasurer of Bolton, and has taken up his duties. 


Messrs. Portlock & Co., of 4, Staple Inn, London, W.C.1, 
announce that their managing clerk, Mr. H. L. Brown, 
A.S.A.A., who was articled to Mr. Eric Portlock, F.C.A., 
F.S.A.A., and has been in their continuous employment for 
many years, will be admitted as a partner on October 1, 
1944 ; the style of the firm will remain unaltered. 


Messrs. C. H. Tolley, Rowlands & Co., 18, Buckingham 
Street, Adelphi, London, W.C.2, advise that Mr. Chas. H. 
Tolley has retired from the firm as from August 31, 1944. 
Mr. F. Rowlands, F.C.A., the remaining partner, will continue 
the practice under the same firm name as before. Mr. C. H. 
Tolley will continue some personal work at 94, Gleneldon 
Road, Streatham, London, S.W.  ° 
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